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Abstract
The 21 st century is the age of culture. Cultural industry is rapidly internationalizing
and a number of countries seeking a new source of economic growth are now turning their
attention to cultural industries. In Asia, there is a phenomenon called the "Korean wave,"
which refers to the popularity of Korean pop culture in Asian countries since the late 1990s.
Korea's cultural industry enjoyed rapid growth due to the rise of the Korean wave, and the
popularity of Korean pop culture has benefited the country' in a number of ways. However,
the Korean wave appears to be ebbing in recent years and there are growing anti-Korea
sentiments in countries like Japan and China. This thesis examines whether the Korean
government's support in promoting the growth of the cultural industry has been effective and
identifies the key driver industry that facilitated the rise of the Korean wave. Among the ten
sectors designated as cultural industries by the Ministry of Culture and Tourism of Korea, I
select three sectors for analysis: music, film, and broadcasting. Based on the export data from
government agencies, it is predicted that the government support has had some positive
effects on export growth in the film and the broadcasting sector, but not very much on that in
the music sector. Also, it is likely that the key driver industry was the broadcasting industry,
in which television dramas account for a large portion of exports.
Thesis supervisor: Alice H. Amsden
Title: Barton L. Weller Professor of Political Economy
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Chapter 1: Overview
1.1 Background
It is often said that the 215t century is the century of culture. Anumber of advanced
economies now turn to cultural industries as their industrial structure gradually leaves
traditional manufacturing behind and entrepreneurs are increasingly seeking more innovative
and creative ways to make profits. As globalization evolves with cutting-edge media
technologies, culture now goes transnational. Economists and strategists like Kenichi Ohmae
declared "the end of the nation-state" as early as 1995, arguing that nations are becoming
obsolete in a new global economy in which borders between nations are qUickly disappearing
(Ohmae, 1995). Indeed, today, there appears to be no border between countries that are
constantly trading cultural products. The trading of cultural products is unique in nature,
because it is much freer than other types of trade. It is fast and flexible because there are
fewer restrictions, such as tariffs or customs law, than in any other types of trade.
As capitalism and globalism penetrate into developing economies in Asia, the Asian
cultural trade flow that had long exhibited the pattern of "from the West to the East" is now
undergoing a major change. For a long time, the cultures of most Asian countries had been
dominated by the Western culture (mostly of the U.S.) and by the culture ofJapan, which was
the first Asian country to modernize. However, there emerged a new trend in cultural flows
across Asia in the late 1990s, called "the Korean wave."
The "Korean wave ("Hallyu" in Korean)," is a recently coined term that refers to the
popularity of South Korean pop culture in Asian countries. Although it has not been identified
exactly when, where, how, and why it first became popular, Korean pop culture began to gain
popularity, for the first time in the country's history, from sometime in the late 1990s. Korean
pop songs (K-pop), movies, television dramas (television series), along with Korean movie
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stars and pop singers became very famous in many Asian countries including Japan, China,
Taiwan, Singapore, Vietnam, Thailand, the Philippines, etc.
The Korean wave has affected Korean society as well as Asian and global society in
numerous ways. It has brought Korea the "cultural pride" that had never been felt by many
Koreans before, r~sed Korea's brand image after the Asian economic crisis of 1997, and
generated economic benefits. The rise of the wave and the increased sharing of popular
culture in Asia have a number of implications for neighboring Asian countries as well. Cho
(2005: 147) argues that, through the sharing of pop culture, "non-western societies which
used to measure their modernities against Western standards entered the new stage of subject
formation. "
It is not a simple task to analyze a complex social phenomenon like the Korean wave,
in large part because it can be viewed from a number of perspectives. Cultural nationalists
may view the rise of the Korean wave as "the victory of Korean culture and Asian pride"
(Cho, 2005: 153). Neoliberals may only focus on opportunities to raise cultural exports by
supporting cultural industries at the national level. Postcolonialists may regard the Korean
wave as ..a result of several centuries of modernization, capitalist expansion, and
homogenization of global culture" and criticize those who are"merely interested in promoting
export of pop culture for "the lack of self-reflection" (Cho, 2005: 163). There are ongOing
debates between people with these three perspectives, but in this paper I take the neoliberals I
view, in which the Korean wave is conceived as an opportunity to advance and foster the
cultural industry. I may include the other positions in parts of the paper, but the focus of the
paper remains on the growth of the cultural industry and the role the government plays in
promoting it. Thus, my hypothesis is that, above all other possible factors, the Korean
government's support was most crucial to the rise of the wave, which enabled Korea 's
cultural industry to finally recognize opportunities in the world market.
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1.2 Research questions and hypothesis
What, then, has made Korean pop culture so popular in Asian countries? What is it in
Korean pop culture that makes it so appealing to a large audience across Asia? Does it have to
do with the uniqueness of Korean culture that distinguishes itself from the cultures of other
countries? Alternatively, is it because of Korea's advanced information technology that has
facilitated the diffusion of Korean cultural contents to countries overseas? Or should we
thank the CEOs of several Korean entertainment companies, the "entrepreneurs" who were so
efficient in marketing? Others may point to the Asian political environment, which was
rapidly changing in the early 21st century when the Korean wave was just beginning to
emerge. Did the Korean wave just happen due to "perfect" timing?
It is highly debatable how Korean pop culture has become so large in such a short
period of time, but among all possible explanations, I focus on the role that the Korean
government played in the diffusion of Korean pop culture. My research question is twofold:
1) Has governmental support played a major role in increasing Korea's cultural exports,
enabling the Korean wave? 2) Which sectors were the key drivers of the wave? In order to
answer these questions, I hypothesize that, above all other possible factors, the Korean
government's support was most crucial to the rise of the wave, which enabled Korea's
cultural industry to finally recognize opportunities in the world market, and the key driver
was the music industry.
1.3 Methodology
In order to test my hypothesis, I draw on literature on the Korean wave by scholars
from Korea and other countries. Since the rise of the Korean wave is relatively new, few
academic studies have been done on this subject. Reports from government agencies and
public research institutes have been a source of data and statistics, and interviews from
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various newspapers have also been extensively used.
First, I examine data on all types of government support in Korea's cultural industry
and also in three sectors selected for analysis. Second, I look at changes in overall cultural
exports and exports in each sector over the period for which data are available. Because little
time has passed since the importance of the cultural industry to the economy was
acknowledged for the first time, only limited statistical data were available. I use both
qualitative and quantitative methods to test my hypothesis, and among the ten sectors for
which data on exports are obtainable, only three sectors are selected for analysis here: music,
film, and broadcasting. These sectors are selected because they appear to be closely related to
the Korean wave, considering the popularity of K-pop, movies, and television shows in
neighboring Asian countries. Third, I identify the relationship between government support
and export growth in each sector and the relationship among the three sectors, using
regression analysis. Lastly, I aggregate all of the data from each sector and conclude whether
my hypothesis is supported.
1.4 Thesis structure
This thesis is organized as follows. Chapter 1 introduces the subject, research
questions and hypothesis, and methodology. Chapter 2 looks into the Korean wave in more
detail by reviewing its history, and analyzes the impacts that the Korean wave has had on
Korea and the Asian region by identifying both positive and negative sides of the wave. In
Chapter 3, I examine various changes that have happened over time in each sector and search
for evidence of the presence of governmental support based on export data. Chapter 4 offers
conclusions and provides recommendations.
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Chapter 2: The Korean Wave and the Cultural Industry
What is the "cultural industry?"
The term "cultural industry" was used for the first time in The Dialectic of
Enlightenment published in 1947 by the Frankfurt philosophers Theodor Adorno and Max
Horkheimer (Kim, 2002: 2). Initially, the term was introduced to criticize the phenomenon in
which culture is mass-produced and consumed according to the public's needs (which is often
manipulated in modern society). In the 1980s, the term was embodied by the
"industrialization of culture," as multinational corporations emerged and issues including
cultural dominance and subordination, cultural identity, and support and fostering of cultural
industries were for the fIrSt time perceived by the governments (Choi, J,S., 2005: 7).
Today, the term "cultural industry" refers to the "industrialization of culture and arts"
without implying an ideological value judgment (Kim, 2002: 2). In addition, the cultural
industry is regarded as the core industry in the knowledge-based society, as cutting-edge
media technology is increasingly applied to the production of cultural products (Choi, 2005:
7). Despite the different interpretations of the cultural industries, as stated in the earlier
chapter, I take the neoliberalist (or industrialist) view, and attempt to approach the Korean
wave and the cultural industry from a perspective that considers culture as another
commodity that can be traded between agents and that can bring economic growth to a
country, just as other industries do. In a nutshell, the cultural industry in today's advanced
economies refers to "the industry that attempts to seek profits by the production of cultural
products for the public" (Choi, 2005: 8). Films, television and radio programs, publication,
music, and various other cultural contents are included. Cultural products have a number of
distinct characteristics. "One-source multi-use" is one of the important characteristics of the
cultural industry that distinguishes it from other types of industries. In other words,
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depending upon the media that producers use for the production of cultural contents, a
cultural product can have numerous different forms. The Internet and information technology
(IT) provide endless market opportunities.
2.1 Movements towards cultural industry: a worldwide trend
Table 2.1 Annual growth rate of cultural industry and GOP by region
(%
2001 -0.1 3.2 3.9 3.9 3.1 2.5 0.7 -3.4 5.1 3.0 2.9
2002 4.8 3.4 4.3 4.2 4.3 2.5 -3.7 -12.7 6.7 4.3 2.7
2003 5.2 4.8 4.2 4.4 6.2 4.0 4.4 4.0 6.7 5.2 4.4
2004 7.5 7.0 7.4 6.0 10.5 6.1 10.6 14.0 6.8 6.2 6.6
2005 4.8 6.4 5.5 4.1 8.2 5.9 10.7 6.4 3.5 4.9 5.4
2006 6.4 5.8 7.0 4.2 10.1 5.7 10.5 5.5 7.4 4.9 5.2
Source: Pricewaterhouse Coopers (2006), Global Entertainment and Media Outlook: 2006-2010.
Cultural industries are rapidly internationalizing and the world is increasingly turning
its attention to cultural industries. Jeremy Rifkin (2001) calls this phenomenon the shift from
"industrial capitalism to cultural capitalism." What is interesting about the cultural industry is
that as income grows, cultural industries grow, too, the pattern that is clearly exhibited in
Table 2.1. According to a study by Pricewaterhouse Coopers in 2006, the cultural industry is
growing rapidly all around the world. As GDP growth accelerates in many developing
countries, this trend is widespread regardless of region. Even the regions that once recorded
negative growth in their cultural industry and GDP are in recovery, showing an annual growth
rate of over 6 percent. In particular, the growth of the cultural industry became faster starting
in 2004. In that year, the world average peaked, recording 8.1 percent growth per year; in the
Asia/Pacific region, it also peaked and hit 10.5 percent of annual growth. Many countries
experienced the booming of cultural industries in 2004. Once economically distressed, with
negative GDP growth, the Central/South America region appears to be on the right track and
its cultural industry is now growing rapidly. Also in the Asia/Pacific region, the growth of the
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cultural industry is accelerating on a par with the increasing GDP.
More than ever before, the cultural industry is regarded as the core industry in the
knowledge-based society. The benefits from cultural industries are considerable in many parts
of the world now, as evidenced by the cases ofWestern Europe and the U.S., in which,
respectively, 5 and 20 percent of the population work within the cultural industry sector.
Cultural industries in Asia
The U.K. government was one of the first movers to make efforts to promote its
cultural industries, but the importance of cultural industries is now Widely acknowledged
among Asian countries (Keane, 2004: 8-9). Asia is the current hot spot for extensive
discussion about cultural industries as it has for some decades been for the creation and
transfer of technological knowledge and innovation. As long as the Asian economy grows and
GDP rises, this trend will only continue. The growth of the cultural industry in Asian
countries has led to increased trading of cultural products between countries, and the renewed
attention to "their own» cultures seems very meaningful to many Asian countries.
2.2 AShort history of the Korean wave
The Korean wave began in the late 1990s, although it would be difficult to identify
when exactly it fITSt emerged. Korean pop songs, television shows, and movie stars fITSt
became popular in Japan, China, and Taiwan, and later spread to Southeast Asian countries,
such as the Philippines, Vietnam, Singapore, Indonesia, and Thailand. According to Shim
(2006: 28), Korean cultural products began to gain popularity in China when the national
China Central Television Station (CCTV) broadcasted a Korean television drama called What
is Love AJJAbout? in 1997. The show was a big hit and the CCTV re-aired it in 1998. and
recorded the second-highest ratings in the history of Chinese television (Shim, 2006: 28). In
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1999, another Korean drama, Stars in My Heart, was broadcasted in China and Taiwan and
also became a big hit. Since then, the popularity of Korean dramas, celebrities, and associated
cultural products has begun to gain true momentum and rapidly spread across other Asian
countries. In Japan, the wave came a little later, in 2004, when another Korean drama, liWnter
Sonata, was shown on NHK. The drama turned out to be a big success in Japan and recorded
a 20 percent rating (Maliangkay, 2006).
The popularity of Korean pop music has also played a large part in the rise of the
Korean wave. In the late 1990s, an Asian popular music television channel, Channel V, aired
a number of Korean pop music videos, including that of H.D.I., a Korean boy band. H.D.T.
became very popular in China, and topped pop charts in China and Taiwan in 1998 (Shim
2006: 28). The band also held a concert in Beijing in 2000, which turned out to be very
successful. Following H.D.T., who enjoyed considerable popularity, singers such as An Jae-
wook, and pop bands, such as Shinhwa, BabyVDX, and N.R.G., also held concerts in China,
attracting more than 30,000 people for each concert (Seoul Broadcasting System, 2001). In
Japan in 2002, a Korean female pop singer BoA's debut album topped Japan's Dricon Chart,
which is the eqUivalent of the American Billboard Charts (Shim, 2006: 28-29). Now a
number of Korean singers often record their albums in the languages of local fans, such as
Chinese or Japanese, and hold concerts overseas. This is phenomenal and unprecedented for
Koreans, compared to the periods before the rise of the Korean wave when there were few
consumers of Korean pop culture overseas.
Among Korean movies, a Korean blockbuster, Shiri, was a hit in Japan, Hong Kong,
Taiwan, and Singapore in 1999 (Shim, 2006: 29). Since the success of Shiri, an increasing
number of Korean films have been shOWing in East Asia, Southeast Asia, and also, more
recently in North America and Europe. In Japan, the Korean film Joint SecurityArea was
shown in 2001 and became the first Asian import in the Japanese market to be shown on 280
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screens (Shim, 2006: 29). Although the Korean film industry has been experiencing a relative
downturn recently, some Korean films such as The Host have received good responses from
Asian and North American audiences, and have also contributed to the external growth of the
film industry.
2.3 Why such a rise? Why Korea? - Exogenous and endogenous factors
2.3.1 Confucianism and modernization
Then, what has made Korea - not Japan, China, Taiwan, but Korea - "the epicenter of
pop culture in Asia (Macintyre, 2002)?" Given the traditional flows of culture in Asia, it is
certainly unusual to have Korea as the country that disseminates the most modern, up-to-date
cultural products. Historically, China was the place in which new cultural waves originated in
East Asia. Then, it spread to Korea, Japan, and other countries, and a number of countries
have received enormous impacts from Chinese culture. After Japan's modernization from the
late 19th century to the early 20th century, Asian cultural trade flow was mostly from Japan to
other countries. However, this trend seems to be undergoing a major shift as the Korean wave
has rippled, starting in the late 1990s. People in Asia began to watch Korean dramas, listen to
K-pop, and enjoy movies imported from Korea. Why is this shift occurring?
One of the contributing factors in the rise of the Korean wave may have to do with
ConfUcianism, historically shared among countries in which Korean cultural products gained
large popularity. What Confucianism has left is still often observable in many aspects of the
cultures ofAsian countries, although many countries appear to have forgotten about their
Confucian background during the process of modernization. Traditional social values such as
family values, filial devotion, loyalty to the nation and king, and proper gender roles for male
and female are still alive in many Asian countries including Japan, Korea, China, Taiwan,
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Tibet, and Vietnam. Their languages have also received considerable influences by Chinese
characters, and in countries like Japan and Korea, Chinese characters are still being used.
Therefore, while they are separate countries and distinct in a number of ways, they share a
common cultural background called Confucianism and Chinese characters. The Confucian
heritage that still remains in these countries may have evoked the sympathy of many Asian
audiences of Korean pop culture, which implicitly contains traditional Confucian values that
exist in the society, and thus facilitated the rise of the Korean wave. This is the "Asian
sentiment" that Sung (2008) views as the most significant reason behind the active circulation
of Korean pop culture among Asian countries.
Korean cultural products were able to appeal to a large number ofAsian audiences
because of the Confucian values they contained. Korea is often regarded as the last place
where Confucianism is still actively alive and appreciated. In China and Japan, their
traditional cultural assets have been devalued and destroyed dUring their modernization
processes. During China's Cultural Revolution between 1966 and 1969, Mao Zedong and the
communist party gained power against the innovative party and ordered the destruction of
traditional cultural assets and rebuilding of new, modern culture. As a result, traditional
Chinese culture has been destroyed to a large extent dUring this era. Japan, as Widely known,
was the first to adopt western values and open its economy to foreign trade. For this reason,
the society was rapidly modernized and the economy was able to move forward much faster
than any other of its Asian neighbors. However, the country has also lost a lot of its
traditional local cultural assets during this process. Hong Kong, which has long been
occupied by the British, can also be explained in similar contexts.
Unlike in the case of China or Japan, in Korea, the modernization process was not as
rigorous as that of China or Japan, and as a result the country managed to retain its local
cultural identity, while the Confucian values are still Widespread in the society. While China
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and Japan failed to prepare an environment in which their own culture can remain intact or
their cultures can combine with other cultures and create another new culture, Korea was
quite successful at providing a fertile ground for its culture to grow and be imported to other
countries. The local culture of Korea that kept the Confucian values, combined with Korea's
current dynamic pop culture, shaped a unique form of cultural identity in Korea. This is what
Shim (2006) calls cultural hybridity, which he views as the driving force of the Korean wave.
2.3.2 High trade flow in East Asia
Besides the trade of cultural products, the overall trade among East Asian countries
has traditionally been large compared to other regions. The Confucian background and the
use of Chinese characters shared among the countries in Asia - particularly East Asia -
provide evidence for the frequent and large trade among the countries. Whether each country
likes their neighbors or not, they have become familiar with one another through the frequent
trade over time, thus giving each of them higher chances of becoming interested in one
another's culture. With arguments that assert the rise of regions as economic units and the
decline of the nation state in mind, the fact that East Asia is far more integrated in terms of
trade than, say, Latin America increases the possibility for East Asian countries to become the
hot spot for transfer of knowledge, culture, and innovation. Considering the "Four Asian
Tigers," the famous phrase that refers to four Asian countries with high growth rates and
rapid industrialization (Taiwan, Hong Kong, Singapore, and Korea), frequent interaction
among Asian countries can offer a great deal to each of the countries: developing countries
such as China and Vietnam have models for their economic growth in the close vicinity and
more industrialized countries such as Singapore, Hong Kong, Taiwan, and Korea can also
learn from each other and improve relations by sharing knowledge from similar experiences.
Located in East Asia, where trade between countries is large and active, Korea was
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given a proper environment in which new types of culture can easily spread from one place to
another. Besides, due to the uniqueness of the trade of cultural products, cultural trade among
Asian countries is now occurring ubiquitously thanks to the Internet and advanced
information technologies. As said earlier, there are no tariffs, no barriers, no terms of trade,
and no restrictions on the amount to be imported or exported, as far as the trade of culture is
concerned. This traditionally active commodity trade among the countries and the
characteristics of cultural products altogether have facilitated the entire process of the Korean
wave.
2.3.3 Changing political and economic environment in Asia
Rapidly developing economies
Another force that facilitated the rise of the Korean wave was the changes in political
and economic environment in Asian countries, represented by the cases of China and Vietnam
(Kim, 2002: 9). As the Chinese and Vietnamese governments open their economies that had
been closed under the communist regime, they are currently witnessing rapid economic
growth (Kim, 2002: 9). Dator and Seo (2004: 5) agree with the argument, saying, "the
emergence of an affluent middle class in Asia has prOVided a clientele for Korean pop
culture." Iwabuchi (2002), when analyzing Japanese pop culture in Asia, also viewed these
globalizing forces penetrating to Asia' developing economies are changing the geography of
culture in the region. He argues, .....cultural similarities and resonances in the region are
newly articulated. It is also an emerging sense of coevalness based upon the narrowing
economic gap, simultaneous circulation of information, the abundance of global commodities,
and the common experience of urbanization that has sustained a Japanese cultural presence in
East Asia." This argument is also applicable to the Korean wave.
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It is natural to expect that as the GDP grows, the public's cultural needs also grow.
An official from Beijing Municipal Government said that the city predicts cultural industries
to account for up to 9 percent by 2008 (People sDaily Online, 2005). The increasing need for
new types of culture in rapidly developing Asian countries not only promotes the growth of
each country's cultural industries, but also expedites the cultural flows between countries.
When countries such as China after enormous changes in their society did not yet have the
cultural content that meets the increasing cultural needs of their public, Korea's pop culture
came at the perfect timing and filled their "cultural void" (Cho, 2005: 164), thus gaining huge
popularity. Besides, in China, where the Korean wave supposedly began, there emerged an
affluent class in a few city regions as the economy expanded. Alot of these people have one
child per family, and these children tend to be very liberal and open to foreign culture (Kim,
2002: 9).
In addition, due to the communist history of countries like China and Vietnam, it
should have been difficult for them to directly adopt American culture, which symbolizes
capitalism. Moreover, it is assumed that countries with bad memories about Japan dUring the
World War II might not have been willing to accept Japanese pop culture, either. For these
reasons, Korean pop culture's hybridity - which combined Korean local cultural assets based
on Confucianism with American culture - certainly had an edge in appealing to audiences in
China or Vietnam (Kim, 2002: 10). This hybridity is absent in many other countries. The
Korea Herald in 2001 featured an interview with a Chinese resident in Seoul, who said
..Korean pop culture skillfully blends Western and Asian values to create its own, and the
country itself is viewed as a prominent model to follow or catch up to, both culturally and
economically."
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Asian economic crisis in the late 1990s
After the Asian financial crisis swept across Asia in 1997, the relative economic
decline of the Asian economy has led many countries to seek cheaper ways to meet the
public's cultural needs. Shim (2006) argues that the media liberalization that occurred widely
across Asia when the economic crisis made Asia countries prefer cultural products from
Korea that were cheaper than those from Hong Kong or Japan. This tendency was eVidently
observed in the case ofTaiwan. According to a producer of K-pop entertainment at GTV in
Taiwan, Taiwan first began to import Korean soap operas because of their cheaper prices
compared to those of Hong Kong or Japan. When the economy was in a recession in the late
1990s, Korean soap operas were even cheaper than some of the domestic ones (Sung, 2008).
For example, in 2000, according to Sung, Korean television dramas were only one fourth of
the price of Japanese dramas and one tenth of that of Hong Kong ones. Many of the Korean
dramas were sold at around 500-800 dollars per episode around that time (Yonhap News,
2008).
However, the competitiveness of Korean cultural products was not only the lower
prices. According to Sung, the quality of Korean soap operas was much better than the
Taiwanese ones. Taiwanese producers at first imported Korean cultural products to
supplement their domestic ones, because of low costs and their better quality. In the
beginning the ratings of Korean dramas were not significant, but they became increasingly
popular as time evolved. Several dramas became a big hit, and as a result, recent Korean
dramas such as Taewangsashingi and Coffee Prince were sold to Taiwan at 30,000 dollars per
episode (Yonhap News, 2008).
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2.3.4 Support from the public sector
Government support
It was the early 1990s when the Korean government first acknowledged high
economic values cultural industries have (Kim, 2002: 2). During the Kim Young-sam1
administration, a report submitted by the presidential Advisory board on Science and
Technology amazed many government officials and Koreans, stating that the overall revenue
from the Hollywood movie The Jurassic Park is almost the equivalent of the profit from
exporting 1.5 million Hyundai automobiles (Kim, 2002: 2; Shim, 2006: 32). As a response,
the government established the Cultural Industry Bureau (CIB) within the Ministry of Culture
and Sports (the equivalent of the Ministry of Culture and Tourism (MCT) now) in 1994, and
launched the Motion Picture Promotion Law in 1995 to attract investment into the film
industry (Shim, 2006: 32). The term "cultural industry" began to become widespread since
then.
After the economic crisis of 1997, the government had found a new economic
initiative, the export of Korean pop culture. Then President Kim Dae-jung, who called
himself the "president of culture," was inaugurated in 1998 and made various efforts to
promote the country's cultural industry. In 1999, he established the Basic law for the Cultural
Industry Promotion and allocated 148.5 million dollars to this project (Sung, 2008).
As more and more Asians were surfing the Korean wave, the government decided to
take more aggressive step. More people raised their voices, argUing that the government
should view the Korean wave not as mere cultural exchange, but as an opportunity to
promote Korea's cultural industry (Daily Surprise, 2008). As a response to these moves, in
August 200I, the government founded an organization titled Korea Culture and Contents
1 Korean names are given in the original Korean form: last name first followed by given name.
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Agency (KOCCA) to introduce Korea's pop culture to more countries and to support cultural
industries (Daily Surprise, 2008). Since then, the organization has been making extensive
efforts to develop human resources in cultural industries, support the development of CT
(Cultural Technology), and promote export of cultural products (KOCCA). Chapter 3
provides a more detailed description of government support, since this paper focuses on the
government support as the crucial component that enabled the rise of the Korean wave to
occur.
2.3.5 Support from the private sector
Entrepreneurs in entertainment industry
Entrepreneurs have also played a key role in informing Asian audiences of the
attractiveness of Korean pop culture. One example is Kim Yoon-ho ofWoojun SOFT. He was
in charge of a Korean music program in a radio station in China in1996. He introduced a
variety of Korean pop music and this enabled him to be informed of young Chinese people's
music tastes (Kim, 2002: 10). According to Kim (2002), Kim Yoon-ho thought Korean dance
music would have an edge in Chinese music market and made efforts to hold concerts of
Korea pop singers and help release records of them. Finally, H.O.T., a boy band that was very
big in Korea by then, released its fITst album in China in 1998 (Kim, 2002: 10). After
H.O.T.'s success, a number of other Korean pop singers came into the Chinese music market.
Another prominent example of early entrepreneurs is Lee Su-man of SM
Entertainment, which was established in 1994 when Korean entertainment companies was
just becoming to grow larger. Being the CEO of the first entertainment company to be listed
in KOSDAQ, he was a singer in the 70s, who had studied in the U.S. in the 80s. He had a
long-term plan for the idol groups in his company early on. Unlike in the American system, in
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the Korean system, entertainment management companies are in charge of educating and
training "stars" (Huh, 2006). Entertainment companies in Korea take full responsibility for
their star-wannabes, including audition, casting, management, and agency. Through extensive
market research that had teenagers as a target, pop singers like H.O.T., S.E.S., N.R.G.,
Shinhwa, and BoA enjoyed huge popularity under Lee's systematic market approach. Among
them, BoA was carefully crafted to appeal to audiences overseas since her debut. Because of
her ability to speak English and Japanese, she is still very popular in Japan and tops Japanese
pop charts. Having recognized the movements towards the Korean wave overseas, the
company founded ajoint venture SM Japan with a Japanese entertainment company, Avex .
The company also established SM Asian in China and Hong Kong, promoting the debut of
local people as part of their localization strategy (Huh, 2006). In 2006, another singer Zhang
Li Yin, originally from China, made her debut both in Korean and in China under SM's
carefully crafted plan. Her songs are now topping pop music chars in China (Segye Ilbo,
2008). The CEO of the company, Lee Su-man says, "The Korean wave should not be the way
that China accepts Korean pop culture. Korea should also accept Chinese pop culture and
talented people, so that the culture flows between the countries" (Hankook Ilbo, 2006)
Among the various factors introduced here, I hypothesize that the government's
support was the key driver in the success of Korean pop culture, and expand the analysis to
the relationship between governmental support and the growth of each sector in Korea's
cultural industry.
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2.4 The impacts of the Korean wave
2.4.1 Positive side
Korea's brand image
Above all, the popularity of Korean culture has helped raise Korea's brand image in
Asia and abroad (Maliangkay, 2006). Since the Korean wave has swept across Asian
countries, more people now want to learn the Korean language, like Korean food, follow
Korean fashion styles, and visit Korea to travel. Tourists visiting Korea have increased
significantly over the past few years. According to the Korean National Tourism Organization
in 2003, "thanks to the success of TV shows like Autumn in My Heart and Winter Sonata,
we've had 130,000 tourists from China, Taiwan, Hong Kong, Singapore, Malaysia and
Thailand coming to visit the locations where the dramas were filmed." Kim Hyun-mee (2005)
also says, before Taiwanese had viewed Korean television dramas and listened to K-pop,
Korea's image to many Taiwanese had been portrayed with "roughness, violence, and a lack
of material and cultural refinement." However, Korean television dramas, movies, and pop
music have led Taiwanese to revise such impressions after the rise of the Korean wave. Due
to the modern images projected in Korean television dramas, energy and dynamic nature in
pop music, love of the country portrayed in movies has led Taiwanese to realize that Korea
was much more modernized than they had originally expected it to be (Sung, 2008). In 2005,
WIPO (World Intellectual Property Organization) listed Korea as a country that has shown
the "best practice" in national branding, along with Slovenia, Chile, New Zealand, South
Africa, Ireland, Spain. and Australia (WIPO Magazine. 2005).
Professor Kim Jae-bum, in an interview with Herald Economy, said that the positive
image of a country could have a significant impact on the country's long-term growth of
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cultural export (Herald Economy, 2007). Taking the example of France, where Japanese
culture is widespread, he said "The popularity ofJapanese cultural products in France is the
result of Japan's continuous effort to find a market in Europe since the 17th century. With
Japanese culture already familiar to French people, export of Japanese cultural products can
naturally grow with a synergy."
Economic benefits
The rise of the Korean wave has also been an economic boon to the country. In Japan,
the main actor Bae Yong-joon in Winter Sonata has generated economic effect worth 23
billion dollars (Seoul Shinmun, 2008). In China, after What Love is AllAbout?became a big
hit and H.D.T became an idol for many youngsters, a large shopping mall that sells Korean
products opened in downtown Beijing in 1999 (Hankyoreh, 2007.11.). The Korean wave has
helped domestic companies in Korea expand their shares and increase profits overseas.
Samsung Electronics in China hired An Jae-wook in its computer monitor commercials and
had a success (Shim, 2006: 30). LG Electronics hired Kim Nam-joo in its commercials in
Vietnam and contributed to reinforcing the diffusion of Korean pop culture in Southeast Asia.
In 2003, Hyundai opened ajoint factory in Beijing, making the company on a par with
automobile companies in the U.S., Europe, and Japan (Hankyoreh 2007.11.). To an extent,
when the country was in economic crisis in 1997, the popularity of Korean pop culture in
neighboring countries helped the country economically.
Foreign relations
The popularity of Korean pop culture has done more than merely earning foreign
currency. as Shim (2006) argues. Due to the rise of the Korean wave, foreign relations
between Korea and other Asian countries that had some diplomatic friction with Korea have,
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to a certain extent, improved. For example, since Korea decided to end diplomatic relations
with Taiwan to build a relationship with China in 1992, the Taiwanese have felt somewhat
betrayed by the country (Shim, 2006: 30). However, through the popularity of K-pop, Korean
movies, and television dramas, more and more people regained their interests in Korea and its
cultural products. In Vietnam, where Korean soldiers fought with the Liberation Army during
the Vietnam War, Korean pop stars such as Jang Dong-gun and Kim Nam-joo gained large
popularity through a few television dramas. Their popularity was so big across Vietnam that
the Vietnamese even called them their "national stars" (Shim, 2006: 30). In addition, the
success of a teenage singer BoA in Japan has helped improve the relation between Korea and
Japan, which occupied Korea for 35 years in the early 20th century. Astudy by a Japanese
scholar, Professor Susumu Kohari in 2004, indicates that there is a positive correlation
between the frequency of watching foreign television dramas and familiarity about the
country that produced the dramas (Digital Times, 2004.11.).
2.4.2 Negative side
Recently, there have emerged movements towards a ban on the import of Korean
cultural products in major markets, in China, Taiwan, and Japan. According to Maliangkay
(2006), in 2005, one of China's popular television actors branded the Korean Wave a
"cultural invasion" and urged Chinese people to stop bUYing Korean cultural products. In
2006, China's State Administration of Radio, Film and Television announced that Korean
television shows (dramas) were to be cut by half (The Korea Times. 2006.1.). China's CCTV
expressed their intention to air more television dramas from Hong Kong and Taiwan to
diversify the source of foreign cultural products, most of which are from Korea. (The Korea
Times, 2006.1.) Anti-Korea sentiment is now found in the public. too. Once sweeping across
- 24-
China, a famous Korean drama Daejanggeum Oewel in the Palace) recently ranked high in a
survey titled "The Worst TV Drama." (Joongang 11bo 2008.1.). In Taiwan, the government is
supposedly considering a ban on foreign dramas, including Korean dramas, which are very
popular with ratings surpassing even those of domestic ones.
In Japan, there are also scattered moves expressed in manga (comic books) and blogs
that the Korean wave should come to a halt because of the wave's cultural imperialism
(Maliangkay, 2006). For example, a Japanese manga published in 2005, called "Hyom-
hallyu," meaning both "Anti-Korean wave" and "The flow ofAnti-Korea," has sold over
300,000 copies. This comic book criticizes not only the diffusion of the Korean wave in Asia,
but also Korea as a whole (Donga Ilbo, 2008.3.). The author argues that the colonialization of
Korea by Japanese imperialist government was what Koreans wanted, and the colonialization
has enabled the country to develop (Donga 11bo, 2008.3.). Japanese scholars Hiroshi Danaka
et ale (Donga Ilbo, 2008) view such vehement criticism and animosity towards Korea as the
manifestation of extreme nationalism that exist among extreme-rightists in Japan and as an
attempt to relieve their social unrest by attacking Korea.
In a sense, these movements can be further proof that Korea's cultural products have
penetrated into the societies of importing countries so much that there are even movements
against importing Korean cultural products. However, if such anti-Korea sentiments and bans
on Korean cultural products last longer, they can significantly affect not only the trade of
cultural products but also foreign relations between Korea and these countries.
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Figure 2.1 The cover page of the Japanese manga "Hyom-hallyu"
Source: http://news.naver.com/main/read.nhn?mode= LSD&mid=sec&sid1=103&oid=003&aid=0000588685.
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Chapter 3: The Korean Cultural Exports and the Role of the Government
Government's role
Kim (2002) points out that the Korean government promoted the rise of the Korean
wave and helped Korean pop culture to grow internationally. However, there is not much
known about the government's role in the rise of the Korean wave. As stated in the earlier
chapter, my hypothesis is that the governmental support was the most crucial component in
the popularity that Korean cultural exports gained recently, and that among the sectors in the
cultural industry, the key driver was the music industry.
3.1 Governmental support
According to Lee and Kim (2007), government policies for cultural industries can be
divided into two major categories: regulation and support. Regulation policies focus on the
elimination of factors that hinders the production, consumption, and distribution of culture
and cultural products, and regulations on media ownership, quota systems, and censorship
fall under this category. In this paper, I zoom in the other category: governmental support.
The government supports the cultural industry using a number of means. The support
encompasses material and non-material aid for the development and exchange of the cultural
industry (Lee and Kim, 2007: 28). Currently, according to Lee and Kim (2007: 28), support
policies for cultural industries involve the provision of promotion funds and tax benefits,
software support (development of management programs and digitization of culture content
resources), hardware support (support for cultural infrastructure), education and training,
support for innovation (planning and provision of incentives for innovative agents), R&D
(development of research agendas, establishment industrial-educational-research connections,
and standardization of technology), and networking (establishment of networks for human
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resource management).
In this thesis, I examine the Korean government's monetary support targeted to the
cultural industry. Looking at overall monetary support is important because almost all of the
policies stated above cannot be implemented without budget allocated to each of them. In
order to get a sense of what the government's support for cultural industries has been like,
total budgets of MCT and CIB are shown in this section.
Table 3.1 Governmental Support
(in million won)
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
47,626,200
56,717,300
62,962,600
71,400.600
80.762.900
88,485.000
94.919.900
106.096.300
116,119.800
115.132.300
120,139,400
135.215,600
146.962.500
156.517.700
301,200
383,800
459.100
653.100
757,400
856.300
1,170.700
1,234.100
1.398.500
1,486,400
1.567,500
1.585,600
1,738.500
1,823.900
0.63
0.68
0.73
0.91
0.94
0.97
1.23
1.17
1.20
1.29
1.30
1.17
1.18
1.17
5,400
15,200
18,900
13.200
16.800
100.000
178.700
147,400
195.800
189.000
172,500
191,100
136.300
128.700
1.8
4.0
4.1
2.0
2.2
11.7
15.3
11.9
14.0
12.7
11.0
12.1
7.8
7.1
89.000
104.700
5.1
5.7
NOTE
CMB: Cultural Media Bureau
Source: Cultural Industry White Paper 2006. Ministry of Culture and Tourism of Korea
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Figure 3.1 Total Budget of Ministry of Culture and Tourism, 1994·2007 (in million won)
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Figure 3.2 Total Budget of Cultural Industry Bureau, 1994-2007 (in million won)
As shown in Table 3.1 and Figures 3.1 and 3.2, the total budget for the Ministry of
Culture and Trade (MCT) has been on the rise since 1994, as the total budget for the central
government has been. The budget of MCT continuously accounts for about 1 percent of the
total government budget, which is not significant. The percentage that total budget of MCT
account for in the government's total budget exceeded 1 percent in 2000 for the first time.
This percentage is now on the relative decline since 2005.
The budget for the Cultural Industry Bureau (CIB) has also been on the rise. In
particular, during the period 1990-2000, the budget increased by nearly 100 percent
compared to the year before. Since then, the budget has been around that level with small ups
and downs. The budget for the CIB had accounted only for about 2-4 percent during 1994-
1998, but since 1999, the percentage had soared to around 10 percent and had stayed on that
level until 2005. In 2006 and 2007, it went down to around 7 percent, as the new bureau, the
Cultural Media Bureau (CMB), was created in 2006. Given the distinct pattern among the
periods 1994-1998, 1998-2005, and 2005-2007 in Figure 3.2, it appears that it was during the
Kim Dae-jung administration (1998-2003) when (relatively) large part of government budget
went to the cultural industry sector. During the period from 1999 to 2005, over 10 percent of
- 29-
MCT's total budget was allocated for the cultural industry.
In the Cultural Industry White Paper published annually by the Ministry of Culture
and Tourism of Korea, the ministry designates ten sectors within the cultural industry:
publishing, comics, music, gaming, film, animation, broadcasting, advertising, character, and
edutainment (details to follow in 3.2.1). For our analysis, I select three sectors that are
particularly relevant to the rise of the Korean wave and the growth of Korea's cultural
industry: music, film, and broadcasting. According to the white paper of 2006, the CIB's
budget spent on each selected sector is as follows.
Table 3.2 Total budget of Cultural Industry Bureau by sector
(in million won)
Of the total budget, a large portion is spent in general promotion. In 2002 and 2003,
more than 20 percent of the total budget of the CIB was spent in general promotion, while it
dropped sharply in 2004 and stayed around that level in the follOWing years. This may be due
to the change of administrations in 2003 (Korea's 16th President Roh Mu-hyun inaugurated
in 2003, follOWing Kim Dae-jung, the 15th President, who took the office from 1998 to 2003),
because it is known that President Kim labeled himself as the President of Culture and made
a number of efforts for supporting cultural industries, more than President Roh did.
Other than the general promotion, the CIB budget has been spent the most in Film
and TV sector, accounting for well over 10 percent in total budget. annually. Music and game
was initially not the largest sector in terms of budget in 2002 and 2003. However, as the
sector grows and accounted for over 12 percent of the total CIB budget in 2004 and 2005, the
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ministry separated the gaming sector from the music sector. The increased budget in 2004
and 2005 appears to be due to the gaming sector, not the music sector, since only around 1
percent of the budget was allocated to the music sector in 2006 and 2007. The budget
allocated to broadcasting and advertising was the largest in 2005, but fell sharply in 2006 to
nearly 4 percent. While fewer budgets were allocated to the music and film!fV sectors,
broadcasting/advertising and gaming appear to be the sectors with an increasing amount of
budget. Meanwhile, the total budget drastically decreased in 2006, compared to the level had
maintained dUring the period between 2002 and 2005.
3.2 Sectoral analysis
3.2.1 Korea's cultural industry
Scope ofanalysis
The Ministry of Culture and Tourism annually publishes the Cultural Industry White
Paper. In this paper, the ministry designates ten sectors within the cultural industry:
publishing, comics, music, gaming, film, animation, broadcasting, advertising, character, and
edutainment. For our analysis, I select three sectors that are particularly relevant to the rise of
the Korean wave and the growth of Korea's cultural industry: music, film, and broadcasting.
The folloWing is a brief description of the ten sectors MCT uses for policy and statistical
purposes.
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Table 3.3 Classification of Korean Cultural Industry
1) Publishing
2) Comics
3) Music
4) Game
5) Film
6) Animation
8) Advertising
9) Character
10) Other
The growth of the cultural industry
Right after the media liberalization in Korea in the late 1980s, Korea's cultural
industry faced the threat by foreign cultural products, mostly from the U.S. For example, in
1988, the government allowed the distribution of Hollywood movies directly to local theaters
and by 1994, a number of Korean film importers literally "shut down their businesses" (Shim,
2006: 31). While the market share of domestic films plummeted, that of Hollywood went up
by 80 percent in 1994. The market share of foreign television shows also significantly
increased during the period, and as more Koreans became to enjoy satellite broadcasting,
domestic TV programming experienced extreme difficulties. However, as a few Korean films,
television shows, K-pop stars had big successes in markets overseas, particularly that ofAsia,
Korean cultural industry that had been experiencing a long lag finally began to revive.
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Table 3.4 The growth of Korea's cultural industry
Year
2003 44.195.578
2004 50.060.134 13.27o/c 48.95o/c
2005 53.948.101 7.77o/c 31.58o/c
2006 57.938.56 7.40o/c 11.10o/c
Source: Cultural Industry White Paper 2006, Ministry of Culture and Tourism of Korea
-0.93%
-0.69%
-4.18%
According to the Cultural Industry White Paper 2006, Korea's cultural industry has
been on the rise for the past four years in terms of both total sales and total export. In terms of
total sales, the industry as a whole has been growing quite rapidly. The growth in total sales
was the fastest during 2003-2004, marking an annual growth rate of 13.3 percent. However,
the growth rate fell almost by a half in 2005, and decreased a bit in 2006 again. In terms of
total export, the growth rate was the highest during 2003-2004 as well, recording almost 50
percent of annual growth rate. Although the annual growth rate of total export has been
falling since 2004, the total export is still expanding at a faster pace than the total sales. On
the other hand, total employment over the years has nothing but been decreasing. The annual
growth rates of the employment of Korea's cultural industry recorded -0.93, -0.69, -4.16
percent in 2004, 2005, 2006, respectively.
These numbers may be interpreted in many different ways, but given that the total
sales and export have been increasing despite the dropping total employment, it can be said
that the industry as a whole has been becoming more efficient over time. However, our focus
should be more on the dropping growth rate of total sales, and more importantly, that of total
export, than on the efficiency that appears to be improving. Considering the growth rates of
both have dropped by large percents, it is likely that it will happen again in the upcoming
years. Would the sharp drop in the growth rate of total sales and total export have to do with
the Korean wave that is supposedly fading now compared to the years before? Given that the
new President took office in 2003 and that it is often said that President Kim had regarded the
- 33 -
cultural industry more importantly than President Roh, I assume that total sales and total
exports before 2004 might have been larger than those after 2004, but unfortunately, data for
the years before 2004 are not available. However, more data are available when we look into
each sector. The following chapters observe the growth of each industry - the music, film,
and broadcasting industry - and government's efforts to support each industry over time.
3.2.2 The music industry
Domestic market
Pop music, particularly the spread of K-pop in Asia, should not be overlooked when
we discuss the rise of the Korean wave. As K-pop gained huge popularity in the 1990s in the
domestic market, the industry obtained momentum to compete with pop music from other
countries within the domestic market. According to Kim (2002: 13), the market share of K-
pop in the domestic market used to be very low in the 1980s. Young people were accustomed
to listening to pop songs from the U.S., while not many were interested in K-pop. However,
as time evolves to the late 1980s and the early 1990s, this trend had dramatically shifted over
time, and in 2002, K-pop's market share reached some 75 percent in the domestic market. It
is interesting that the domestic market share of Korean movies was around 40 percent by that
time and that 40 percent of market share is often considered a large success as far as the film
industry is concerned (Kim, 2002, 13).
The "comeback" ofK-pop was led by entrepreneurial pop singers, such as Cho
Yong-pil and Seo Taeji. Cho was the fust singer to sell a million records in Korea (Kim,
2002: 14), and Seo, the leader of a boy band Seo Taeji and Boys, has shifted Korean pop
music as a whole with his exceptional talent and keen foresight. He is regarded as a
revolutionary figure in the history of Korean pop music and often labeled as the ..cultural
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president," worshipped by youngsters beyond as an idol. As K-pop began to appeal to large
audiences in the domestic market once again, Korean dance music, almost for the first time,
crossed the border and a few Korean singers and boy bands attained stardom in East Asia.
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Figure 3.3 Total sales in the music industry in Korea, 1995-2006
However, the domestic music market appears to be going downhill recently. As
shown in Figure 3.3, Total sales have been on the rapid decrease since 2000. In 2006, total
sales have been cut almost by half compared to the sales in 1998. Based on the data, it can be
inferred that the Korean domestic music market has been experiencing difficulties since
around 2000. The world's market size has recently been on the decline as well, but not as
much as the Korean market has been.
This rapid decline of the pop music market in Korea is also apparent in record sales.
There used to be a few million-sellers in the late 1990s, but there are no longer such singers
in Korea. According to the Music Industry Association of Korea that provides annual record
sales data, record sales had been declining since 2000, and in 2003, there had been only one
album sold over 500,000. In 2004, the organization had switched to use the category "albums
sold over 200,000" instead of the one with 500,000, but even with this category, record sales
- 35 -
had been on the continuous decrease with only four albums sold over 200,000 in 2006. This
may be a trend in markets worldwide, mainly due to the
Table 3.5 Record Sales
2000 13
2001 7
2002 5
2003 1
2004 9
2005 4
2006 4
Source: Music Industry Association of Korea.
(http://www.miak.or.kr)
starting from 2000.
rise of online music market in which records are sold in
digital forms. Given the data indicating a sharp decrease
in total output, total sales, and record sales over the
years (Appendix B), it is clear that Korean domestic
market for pop music has been contracting significantly
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Figure 3.4 Market size of music industry, Korea, 1995-2006
-+-domestic (in 100 million
won)
In terms of the market size of the industry, the size of Korean domestic music market
has been drastically declining since 2001, while the world has been maintaining a fairly
stable market size. Since 2001, the market size has only been decreasing, and currently the
market size is about only one fourth of the market size in the late 1990s. Is this a sign that
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indicates the end of the Korean-wave-effect in the industry? The success of Korean pop
music in Asia is in large part attributable to the increased share of K-pop in the domestic
market in the late 1990s. With the market share that has plummeted, what happens to the
popularity of Korean pop music in Asian market? Since the Korean wave is associated with
export more than domestic sales, let us look at the import and export data from 1995 to 2006.
Export growth and the Korean wave in music industry
Does the sharp fall show in import and export as well? In Figure 3.5, import
fluctuates Widely whereas export moves fairly stable over time with moderate ups and downs.
Until around 1998, import used to exceed export. In 1998, import had suddenly dropped
significantly and recovered gradually over the period from 1999 to 2001, while export
somewhat increased and maintained similar level. Starting in 2001, import had again
exceeded export until it fell sharply in 2004. Export had been on the rise between 2003 and
2005, but decreased again in 2006.
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Figure 3.5 Import and export, music industry, 1995-2006
If we were to find the peak of the Korean wave based on this, it would be the period
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between late 1997 and 2000, dUring which export exceeded import by a large amount. In
addition, by the sharp fall in import in 1998, it is assumed that 1998 was when K-pop was
regaining popularity in the domestic market. Considering the sudden fall in import and
relatively moderate increase in export in that period, it can be interpreted that as the domestic
music market grows, Korean music listeners who used to listen to imported music began to
turn their attention to K-pop, and this, to some extent, led to the increase in export. Therefore,
the explanation that the rise of the Korean wave in music is in part due to the increased
popularity of K-pop in the late 90s appears to be fairly convincing. As noted in section 2.2,
Korean pop music's popularity began in the late 1990s, when an Asian pop music television
channel aired a number of Korean pop music videos. A number of Korean singers and bands
enjoyed large popularity and a boy band H.D.T. topped charts in China and Taiwan in 1998
and held a concert in Beijing in 2000. Along with Korean television dramas' popularity in
Asia, background music in the dramas became also popular, leading to increased soundtrack
sales.
However, the Korean wave appears to be ebbing in recent years. As shown in Figure
3.5, between 2005 and 2006, import again exceeded export and studies on the Korean wave
and Korean pop music find evidence of the fading of the Korean wave in pop music. Pease
(Howard (ed.), 2006: 111) argues that it was evident that the enthusiasm for Korean pop
music had cooled in China when he visited China in the summer of 2003. Few Korean songs
are popular in China, Hong Kong, and Taiwan and Korean pop music accounts for only two
percent of the imported music market (Howard (ed.), 2006). In all, the Korean-wave effect is
no longer significant in the Asian market, evidenced by TV and radio stations in Asian
countries increasingly cut Korean music programs drastically. However, through the wave,
there emerged a "small but committed" group of fans of K-pop, called "hahanzu" in China,
and they still remain very active despite the relative ebbing of the Korean wave.
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Governmental support for the sector
Now, it appears to be clear that the popularity of Korean pop music in the Asian
market is in part due to the rise of K-pop in the domestic market in the late 1990s and the
popularity of Korean pop peaked in the late 1990s through 2001. According to studies and
data from various sources, it is clear that the wave is fading now. Then, what role did the·
government play in all this?
Opposite to the common belief that the Korean wave occurred almost spontaneously,
the government has been making efforts to introduce Korean cultural products to countries
around the world and making policies to increase export. However, by looking at the total
budget data only, it is difficult to find any link between the growth of the industry and
government support, because the data only contain overall support for the entire cultural
industry. The follOWing table illustrates how much was allocated to music industry from 2002
to 2007.
Until 2005, music industry had been combined with game industry and received
budget altogether. Starting in 2006, the Cultural Industry Bureau began to allocate funds
separately for the music and gaming industry. As Table 3.2 shows, despite the only-increasing
budget for music and game from 2002 to 2005, it seems that the government recently regards
the music industry as the key industry less than the game industry, given that the budgets
allocated for music and game in 2006 and 2007. Music and game industry combined used to
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be the second biggest in terms of percent in total budget. However, in 2006 and 2001, budget
allocated for the music industry accounts for only around one percent of total budget. It
appears that the importance of the music industry among categories of cultural industries has
decreased significantly, based on this budget data.
However, the governmental support is not seen in the budget only. For example,
when H.D.T. was holding their concert in China in 2002, the Ministry of Culture and Tourism
officially sponsored the event. Since the establishment of the Cultural Industry Bureau within
the ministry in 1994, the government has actively been making policies to promote the
growth of cultural industries. It is notable that the government began to prOVide supports for
pop music industry in 1996, for the first time in history. According to Kim (2002: 14), before
1996, the government had only exerted censorship over pop music for inappropriate
languages and explicit contents, but had never helped the industry to grow. The government
now provides a number of different policies for the cultural industries to expand overseas. In
1999, MCT provided funds in the production of a promotion CD for listeners overseas,
particularly in Asia (Kim, 2002: 12). Pop singers very popular in Korea participated in
recording this CD, produced in three languages: English, Japanese and Chinese. The title of
the CD was "the Korean wave," and about 6,000 of this CD were distributed to Chinese
music stations (Kim, 2002:.12). Government agencies also financially support music
programs that introduce K-pop to foreign listeners. Besides monetary support, they also
publish documents to introduce recent trends in Korean music.
It is debatable whether we should criticize that the government for providing support
selectively for industries growing rapidly (e.g. gaming). However, based on our data, it is
clear that the government's support for the pop music industry had increased as K-pop gained
popularity in Asia, and has significantly decreased as the effects of the Korean wave begins to
wear out.
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Relationship between government support and the growth in export
Table 3.6 Music export and government
su ort
1994 5,400
1995 7,700 15,200
1996 8,500 18,900
1997 9,400 13,200
1998 11,200 16,800
1999 10,600 100,000
2000 10,300 178,700
2001 9,400 147,400
2002 5,500 195,800
2003 4,200 189.000
2004 6,000 172.500
2005 8,000 191,100
2006 5,300 136,300
2007 128.700
NOTES
1) mexp =export in music industry (in million won)
2) govsp =CIS total budget (in million won)
In order to see whether there is any significant
correlation between government support and export
growth in the music industry, I run a few statistical
tests. The results suggest two findings: 1)
governmental support and export growth in the music
sector have a slightly negative relationship (corr =-
0.049) and 2) a unit increase (a million won) in
government support is associated with a decrease of
14,000 won in music export growth (Appendix C,
Table C.1 and C.2).
Based on this result, we may conclude that the
government support has had adversely affected the music industry, leading to a decrease in
export. However, in the regression result, our R-squared was only 0.2471, meaning that only
24 percent of the variation in music exports is explained by government support. For more
accurate results, we need more observations and other factors that may contribute
significantly to the export growth of music industry. In this thesis, most of the factors
identified that may be associated with the rise of the Korean wave are not quantifiable. In any
case, it appears that the government support for 10 years has not been effective in promoting
export growth in the music industry. Regarding the Korean wave, between 1998 and 2001,
the export maintained a fairly high level, but does not seem to be a high increase.
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3.2.3 The film industry
Domestic market
The history of the Korean film industry can be divided into four distinct periods (Ko,
2008: 2). The first period is throughout the 1950s and 60s, when the film industry
experienced rapid growth with the support of the government. However, in the 1970s, with
the advent of television, the film industry began to relatively decline and the number of
moviegoers dropped significantly. From the 1980s to the late 90s, the industry faced a full
recession, and the number of moviegoers fell less than twice a year (Ko, 2008).
It was around 1999 when the film industry showed a sign of recovery, with the
release of ShirL The movie was the rust Hollywood-style blockbuster in Korea and attracted
over 6 million people in the domestic market, establishing a new record. The movie
exemplifies the government's relaxation of censorship in that the main storyline is about the
two Koreas. Shiri was also shown in Japan, Hong Kong, Taiwan, and Singapore and attracted
large audiences (Shim, 2006). In the next six years, more blockbuster movies such as Silmido
and Taeguki: The Brotherhood ofWar followed, announcing the revival of the industry.
However, Ko (2008) views that such boom ended as soon as it began. Starting in
2006, the industry began to fade, with increasing cost and dropping quality. In 2006, except
for the success of The Host, overall quality of domestic films fell short and profitability
shrank (Ko, 2008: 3). Ko (2008) also argues that internal growth was "meager" compared to
the external growth of the industry. This trend continued in the first half of 2007, with market
share falling to the lowest figure in the past six years (41.7%). Figure 3.6 demonstrates trends
in Korean movie attendance. It also clearly shows that the industry's recovery in the domestic
market, which began in around 1999. The major concern of the film industry now appears to
be lower demand and oversupply, together aggravating profitability and lowering market
share (Ko, 2008).
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Figure 3.6 Total number of audience (in ten thousand)
Export growth and the Korean wave in the film industry
The Korean film industry has been recording rapid growth in export sales over the
period of 1995-2006. In particular, in 1997-1998, the growth rate was remarkable, recording
525 percent a year. In periods including 1998-99 and 2002-2003, the export also grew
significantly, marking 94 and 107 percent respectively (Table 3.7). The export grew smoothly
over the period of 1995-2002. Staring in 2002, export grew at a rapid pace until 2005,
recording overall annual growth rate of 87 percent. However, in 2005 and 2006 the growth
was at most moderate and in 2006, the total export for the first time recorded negative growth
rate of -68 percent.
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Figure 3.7 Changes in Korean film export sales, 1995-2006
In terms of the number of exported films and average export price, the growth
patterns are somewhat different. The number of total exported films grew fast in 1998-1999
and 2000-2001. Since 2002, it has been recording somewhat moderate growth. In 2005 and
2006, the number of exported films almost stayed at the same level, reflecting the moderate
and decreased export sales during the period. During the periods 2004-2005 and 2005-2006,
the number increased only by 8 and 6 films (Figure 3.8).
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In terms of average export price, it went up in periods such as 1998-1999, 2000-2001,
and 2003-2005. However, it fell sharply during 2001-2002 and plummeted in 2006. Although
there has been a few ups and downs during the 10 year period, the sharp fell in average
export price in 2006 appears somewhat problematic, because in 2006, the annual growth rate
of export sales recorded negative for the first time (cut by more than a half), and the number
of exported films increased only by 6 films (Figure 3.8).
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Figure 3.9 Average export prices
In all, despite a few variations among the total export, number of films exported, and
average export price, the Korean film industry grew steadily until 2005 and considerably
contracted in 2006. Overall, the peak period appears to be around 2001-2005. This is
somewhat different than in the music industry whose peak was the late 1990s. Considering
the popularity of Korean pop culture in Asian countries started in the late 1990s and was the
biggest in the early 21 st century, it can be inferred that the popularity ofK-pop in the late
1990s spread over to the film industry in the early and mid 21st century.
As noted earlier when reviewing the history of the Korean wave, a few Korean
movies had a big success in the Asian market and a growing number of Korean movies are
now shown overseas. Before Shiri, it was extremely rare for Korean films to be a hit in other
countries. However, after the success of Shiri both in the domestic market and Asian market
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in 1999, Korean movies finally began to gain attention. In 2002, the Korean movie My Sassy
Girl attracted large audience in many Asian countries including Hong Kong, China, Taiwan,
Thailand and Singapore. In 2005, among the 60 films exported to Japan, the films A Moment
to Remember and April Snow recorded total sales of 26 billion won and 23 billion won
respectively However, in 2006, no Korean film has total sales over 10 billion won, among 30
films released in Japan (Herald Economy, 2006.12.).
Korean Film Council, in their report on the Korean wave in the film industry in 2006,
says that the Korean wave in the film sector is still in its initial stage and not yet full-fledged
and that in order to promote the rise of the wave in the film industry Asian countries should
seek ways to collaborate in moviemaking. For the promotion of Korean films, the report says
that we need movie theaters that show Korean movies only at all times (Korean Film Council,
2006).
Due to the popularity of Korean cultural products in general, Korean films are now
broadly introduced in a number ofAsian countries. However, the popularity of Korean films
Widely varies from region to region and are accepted differently depending upon the
infrastructure and the maturity of market of the importing country (Korean Film Council,
2006). The argument in the report is reasonable in that Korean films' popularity in Asia may
have been in part based on the popularity of Korean television dramas and K-pop, but not so
much on the quality of Korean films. Now that the market share of Korean movies appears to
be falling drastically, the government and moviemakers should develop ways to revive the
industry and the Korean wave. Since Korean movies do not have such an enthusiastic fan
base as the "hahanzu," a group of Chinese fans that still remains loyal to Korean pop songs,
the fading of the Korean wave seems more serious in the film industry.
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Governmental support for the sector
Unlike the music industry, the film industry has long been the largest recipient of
governmental support. In 2002, over 20 percent of CIB's total budget went to the filmfTV
industry, second only to the general promotion. From 2003 on, the government has
continuously been allocating over 10 percent of its total CIB budget. Even in 2006, when the
government separated the music and gaming industry and as a result music industry's share
dropped significantly, film/TV sector continued to be the biggest beneficiary of governmental
funding.
Table 3.2 Total budget of Cultural Industry Bureau by sector
(in million won)
In fact, the Korean government has been supporting the film industry in a way that is
completely different from the way it has been treating the music industry. As the history
clearly shows, the movie industry drew lots of government's attention in the 1950-60s,
largely because, in absence of the television industry, movies were the only entertainment
media for people. The authoritarian government in the 1960s did not want citizens to get
deeply involved in politics, and one of the ways to distract the crowd from criticizing for the
government was to allow moviemakers as much as freedom they wanted. There was not
much control over the moviemaking industry, and as a result, during that period, people
watched more than five movies annually (Ko, 2008: 2).
After the recession period between the 1980s to the late 1990s, the government
significantly relaxed the existing regulations and restrictions on movies (media liberalization),
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encouraging the production of movies that deal with different topics, including the ones with
issues about the division of the country and with provocative topics. It is interesting that this
had almost never happened for the music industry, the all-time target for harsh censorship
even by the mid-1990s. The government shifted its take after the rise of the Korean wave for
the music industry, but the government has been supporting the movie industry even well
before the Korean wave, since 1950-60s.
The industry began to blossom with the support of the government during the Kim
Dae-jung administration, from 1998 to 2003. The government's support for the film industry
intensified with the establishment of the"5-year plan for the promotion of Korean film
industry" to provides 170 billion won for the industry (Joongang 11bo, 2008.1.). For the past
10 years, the government has invested heavily in the film industry and associated industries,
designating the contents industry as the key driver industry. However, as in the music industry,
Korean films are again confronted with crisis, despite the full governmental support. Kang
(2008) points to the ways in which the government's investment is used and the
fragmentation of associated agencies as the reasons for the failing industry. He argues that the
Korean Film Council should have invested the money into the construction of the
infrastructure and the training of people of talent, while establishing a long term plan for the
industry as a whole, currently confronted with rapidly evolVing media environment (Kang,
2008). Instead, however, the council created an investment fund, arguing, "the moviemakers
make and implement film policies." As a consequence, production cost per film increased 2.5
times and marketing cost rose about 6 times (Kang, 2008). He also argues that government
agencies associated with the cultural industry are excessively fragmented; the Korean Film
Council is in charge of promoting Korean films, KOCCA of animation, and Korean
Broadcasting Institute of television dramas.
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Given data, statistics, and articles from various sources, it is clear that the industry
has just entered a deep recession, despite the government's full support. This may be partly
due to the ebbing Korean wave, but it appears that the industry should seek ways to rise again
by its own efforts, not depending on the Korean wave any longer. It is evident that the
industry should not count on the Korean wave and the popularity of a few "Hallyu stars" in
making movies, considering the recent failures of movies with Hallyu stars in countries
where the Korean wave used to be very big.
Relationship between government support and the growth in export
Table 3.8 Film export and government support
1994 5,400
1995 208,679 15,200
1996 404.000 18,900
1997 492,000 13,200
1998 3,073,750 16,800
1999 5,969.219 100,000
2000 7,053,745 178,700
2001 11,249,573 147,400
2002 14,952,089 195,800
2003 30,979,000 189,000
2004 58.284.600 172.500
2005 75,994,580 191,100
2006 24,514,728 136,300
2007 128,700
NOTES
1) fexp = export in film industry (in US dollars)
2) govsp = CIB total budget (in million won)
Unlike in the music industry, government
spending and export growth in the film industry
appear to have some correlation, based on our results
(AppendiX C, Table C.3 and C.4). Government support
and export growth in the film industry are predicted to
have a positive relationship (corr = 0.6474). This is the
highest among the three sectors. The regression results
suggest that a million-won increase in government
support is associated with an increase of 205 dollars
(about 205,000 won) in movie exports. Here, the R-
squared (0.4191) is a bit higher than the one for the
music sector. Given the results, it appears that film exports have responded to government
support, although not considerably. At least, film export and government support are expected
to have a positive relationship.
It is noteworthy that beginning in 1999, both government support and film export
significantly increased, compared to the previous periods. Therefore, based on our analysis,
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government support and export growth in the film industry are likely to have a positive
relationship, and the government's effort over the 10-year period has had a positive influence
on the growth of movie exports, although it may not significant. As in the music sector, more
accurate and convincing results may be acquired if more data are available. Regarding the
Korean wave, which supposedly began in around 1997-1998, the sector appears to have
benefited from the rise of the wave, given that the sharp increase from 1997 to 1998 when
government support was not yet increased.
3.2.4 The Broadcasting Industry
The broadcasting industry encompasses a variety of genres: drama, documentary,
animation, variety show, and various programs about movie or music. Among these different
types of products, we restrict our discussion in large part to dramas, because drama is all-time
number one export among Korea's program exports and often considered one of the main
contributors to the rise of the Korean wave.
Table 3.9 Export by genre
(in thousand dollars)
r£IT1%lfl~IJfff~~:j ,,{, Ilifi:iitl'tdtfil,:;~
Drama 57.714 91.8
Documentary 490 0.8
Animation 2.892 4.6
Movie 140 0.2
Variety Show 663 1.1
Music 510 0.8
Other 458 0.7
Total 62.867 100
Source: Korea Newspaper and Broadcasting
Yearbook. 2005-2006.
Table 3.9 indicates that drama export is by far the
biggest among program export in the broadcasting sector.
Today, drama accounts for over 90 p~rcent in Korea's
total program export, but this is still quite recent,
considering that, in 2001, dramas only accounted for 64.3
percent of all program exports (Lee, M., 2007). In any
case, drama continues to take the biggest share in the program export market.
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Domestic market
Koreans often label their country as "the kingdom of dramas." According to The
Herald (2008), in Korea, 25 dramas are aired for 3310 minutes per week. Despite the short
history of the television industry (the first drama in history was broadcasted in 1956), dramas
take a large part in Koreans' everyday life. In Korea, when a popular drama is showing,
sometimes you hardly see anyone on the streets. Dramas like First Love and What Love is Al1
Abouf! had ratings of up to 65 percent, literally meaning that roughly 65 percent of the TV-
watching population was watching the same program at the same time; 'This is astounding
given that the average ratings for television dramas in Korea are around 35 percent.
According to a consumer survey in 2006, 25.5 percent of the population watches television in
their spare time (Korea Broadcast Advertising Corporation, 2006). For males, 19.6 percent
watches television in their spare time, while for females, 31.5 percent watches television. In
that survey, television-watching was ranked first across almost all age groups, except for
teenagers and men in their 20s who chose the "PC (gaming, internet surfing)."
However, the drama market appears to be facing a major crisis today. In a seminar
recently held in Seoul, a number of representatives from broadcasting stations and production
companies agreed with the idea that drama production is in a critical condition (PD Journal,
2008). According to Lee Chang-sub from the broadcasting station MBC, "Korean dramas are
now at a crisis that is similar to that right before the Asian financial crisis of 1991." In fact, a
number of dramas have suffered from a huge deficit recently, largely because of ever-
increasing production cost, a large part ofwhich goes to the "Hallyu stars" that appear on
dramas. The producer Hong Chang-wook from the broadcasting station SBS pointed out that
lots of production companies now want to cast Hallyu stars, overly conscious of the Japanese
or Chinese market (PD Joumal, 2008).
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Export growth and the Korean wave in the broadcasting industry
Along with pop music, it was television dramas that introduced the Korean pop
culture to the Asian neighbors. As briefly mentioned in 2.2, a number of Korean dramas aired
in China and Japan have recorded a big hit since the late 1990s. Many view that the
beginning of the Korean wave as 1997, when the Korean drama What Love is AllAbout?was
aired in China. In 1999, another show that turned out to be a big hit, Stars in My Heart was
shown in China and Taiwan. In Japan, a Korean drama VWnter Sonata broadcasted on NHK in
2004 recorded a big hit. In 2005, the Korean drama Daejanggeum Oewel in the Palace)
enjoyed huge popularity among Chinese audiences. However, after the success of those two
dramas, VWnter Sonata and Daejanggeum, drama export has been making very slow progress.
According to the Korea Broadcasting Institute, program export has been growing
rapidly since it exceeded import for the first time in 2002 (Figure 3.10). Overall, import has
been continuously decreasing since 1996. The gap between import and export had begun to
narrow starting in the late 1990s and export exceeded import for the first time in 2002. Since
then, the growth of export has been remarkable over the course of 4-5 years. In 2006, export
was over four times higher than the import.
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Figure 3.10 Program Import and Export
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By looking at program export data only, the broadcasting industry may seem to be
nothing but growing fast. However, drama export exhibits a somewhat different pattern. Table
3.10 and Figure 3.11 indicate that export fell sharply in 2006. The export had only been
growing until 2005, but, in 2006, export recorded a negative growth rate of -15.5 percent for
the first time. Unit price also fell by about 6,000 dollars in 2006. The Korea Broadcasting
Institute says that this is the first time drama export to decrease in 9 years. The institute also
says that drama's share among total program export is on the decline and that Japan, which
imported 60 percent of Korean dramas, bought only 44 percent of dramas in 2006.
This sharp drop may be due to intensifying restrictions on Korean cultural exports in
governments of importing countries and also anti-Korean wave movements occurring in these
countries (See 2.4.2.). In addition, since an increasing number of resources are now available
online, piracy is becoming a big problem in the cultural industry. Websites such as YouTube,
an online community in which users upload video clips and share them, has an increasing
number of cultural contents including news clips, television dramas, music videos, and
variety shows from many different countries. In fact, several Korean broadcasting companies
sent official documents urging YouTube to stop the infringement of copYfight and take a
proper step to prevent this from reoccurring (Kyunghyang Shinmun, 2008).
On the whole, the Korean wave in the broadcasting industry appears to be fading, too,
given the sharp fall in drama export in 2006. One relief is that program export overall still
Table 3.10 Drama export
2001 840 7,945
2002 1,326 16.398 106.4
2003 2,198 28.342 72.8
2004 4,046 57,714 103.6
2005 4,921 100,162 76.1
2006 4,378 85,891 -15.5
Source: Korean Broadcasting Institute (http://www.kbi.re.krL
surpasses export by a large amount and is
still growing due to a recent increase in
export sales of documentaries and
educational programs in the Central/Latin
America and Middle East market
(Hankyoreh. 2006).
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Government support for the sector
In the broadcasting industry, the role that the government played for the growth of
the industry does not seem to be significant. Critics say that the export market for television
dramas and Korean programs are too much focused on demand, ignoring ways to increase
supply. Compared to the early 21 st century period, it appears that the government support has
somewhat decreased. However, since the budget data for film, television, broadcasting, and
advertisement are integrated (Table 3.1), it is difficult to find out how much went into the
broadcasting industry alone.
Critics say that the government support for the broadcasting industry has not been
sufficient compared to that for other industries, such as film/animation and gaming. In 2006,
the Ministry of Culture and Tourism allocated the broadcasting sector budget that is only one
fourth of that of film/animation sector (Joongang Ilbo, 2008.4.). However, the government
has made some efforts for the growth of the industry. One of the examples of this effort is that
the Korean government negotiated with the Chinese government, resulting in an agreement to
relax any restrictions on Korean television shows in China as of August 2001 (Kim, 2002: 12).
Although such efforts may not be considerable compared to those for other sectors,
- 54 -
they have provided important lessons for neighbor Asian countries. Recently, the Taiwanese
government announced that they should model after Korea in promoting their cultural
industries (Yonhap News, 2008.2.26.). According to Taipei Associate Press, the government
newspaper said that "Ten years ago, the Korean government took resolute action and sold
Korean television dramas at a very cheaper price around 500-800 dollars for each episode.
This strategy of the government turned out to be very effective and Korean television dramas
gained huge popularity in other countries." In addition, the press said that the Korean
government sponsored the producers of television programs very aggressively to minimize
the costs, thus leading to the production of programs of high quality. The press added that the
government's strategy to promote tourism by offering package tours to where popular
television dramas were filmed is also what the Taiwanese government should benchmark
(Yonhap News, 2008.2.26.).
Despite the criticisms, government support helped the broadcasting sector in a
number of ways when the Korean wave was just beginning to emerge. It is high time for the
government to take action to revitalize the industry, now that the Korean wave in the
broadcasting industry has just begun to have difficulties.
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Relationship between government support and the growth in export
The broadcasting industry is predicted to have a positive relationship with
Table 3.11 Program export and government
su ort
1994 5,400
1995 15.200
1996 5.996 18.900
1997 8.320 13,200
1998 10,020 16,800
1999 12,736 100.000
2000 13,111 178.700
2001 18,920 147,400
2002 28,813 195,800
2003 42,315 189.000
2004 71,461 172,500
2005 123,493 191.100
2006 147,743 136.300
2007 128,700
NOTES
1) bexp = program export (in thousand dollars)
2) govsp = CIS total bUdget (in million won)
government support (corr = 0.4565, Appendix C,
Table C.5 and C.6). This is somewhat lower than that
of the film industry, but is still meaningful because it
is positive. According to the regression results, a
million-won increase in government spending is
associated with an increase of 0.304 thousand dollars
(304 dollars; 304,000 won) in program exports.
Compared to the movie industry in which a unit
increase in government support is likely to increase
exports by 205,000 won, this number is about 100,000
won higher.
Thus, a million-won increase in government support is likely to be associated with
304,000 won, which is the highest among the sectors in the broadcasting sector. The
government support is predicted to be most effective in the broadcasting sector, although the
R-squared (0.2084) is somewhat lower than that of the film sector. It is interesting that even
in 2006, when export fell in both the film and music sectors, program export increased,
although growth rate somewhat decreased. Therefore, it is expected that government support
has been most effective in the growth of program export over the 10-year period. In 1999,
after the Korean wave just emerged, the government began to prOVide the sector full
monetary support, leading to a continuous export growth in the sector in the following years.
If drama export were used instead of program export, the result would be somewhat
different, because drama export plummeted in 2006. However, since data on drama export are
available for only 6 years, program export data are used for analysis.
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3.2.5 Interaction among sectors
As stated earlier, one of the major characteristics of the cultural industry is that "one
source" can be used in "multiple" ways. In addition, the popularity of a drama often leads to
increased sales of its soundtrack. Popular movie stars' appearance on television can also have
a positive impact on the ratings of the television drama, regardless of its quality. Then, what
types of influences each sector has on one another? This section examines which sectors are
closely related to each other and which sectors are not, based on our export data.
Music and film
This part examines whether there is a close relationship between the music and the
film sector and whether increased film export leads to increased export sales in the music
industry. When a movie becomes popular, its soundtrack is also likely to become popular,
resulting in increased export sales in the music industry. However, increased record sales are
unlikely to cause movie exports to rise, mostly because, in Korea, there have not been many
pop singers to appear on movies, with the Korean pop sensation Rain recently starred on a
Hollywood movie Speedracer as an exception.
It is quite surprising that the results suggest that music export and film export are
negatively correlated (corr =-0.4770; Appendix C, Table C.7 and C.8). In addition, the
coefficient on film export is predicted to be very small, although statistically not significant.
Based on our results, it is likely that the two sectors are negatively correlated, and that
increase in film exports does not have much impact on music exports.
Music and broadcasting
In this part, I expect a positive relationship between the music and broadcasting
sector and that increases in program exports lead to increased music exports. However, the
results suggest a negative relationship between the two a correlation of -0.5481 (Appendix C,
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Table C.9 and C.1 0). Moreover, the regression results say that a unit increase in program
export is associated with a negative change in music exports. The reason for this negative
correlation between the two sectors may be with the music export growth, which does not
show a clear pattern of expansion or contraction. In reality, the popularity of certain dramas
in some Asian countries has led to increased sales of their soundtracks. However, due to the
availability and reliability of our music export data, the actual relationship between the two
sectors is unidentifiable.
Film and broadcasting
Both relationships between music and film, music and broadcasting are predicted to
be not significant by our analyses. However, the film and broadcasting sectors can have a
more significant positive relationship, because, Korean "hallyu stars" tend to appear both on
television and on movie screens. In fact, many movies with the Hallyu stars have been
released and drama makers are, supposedly, also interested in casting the Hallyu stars in their
dramas. Let us look at the expected relationship between the film and broadcasting industries.
As expected, film export and broadcasting export are expected to have a strong
positive relationship (corr =0.7360; AppendiX C, Table C.11 and C.12). In the regression
analysis, it is predicted that a thousand-dollar increase in program export is associated with
an increase of 371.57 dollars won in film exports. Here, the R-squared is also quite high
(0.5418), indicating that about 54 percent of the variation in film exports is explained by
program exports. Therefore, the impact of program exports on film exports is expected to be
quite significant (Table C.12). However, if we regress film exports on program exports, the
impact of film export on program export is predicted to be minimal (coefficient =0.001;
Table C.13).
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Based on the analyses, it is thus concluded that, among the three sectors, the film and
broadcasting sectors are likely to have a strong positive relationship, and increases in film
export are predicted to be associated with increases in program export, but not vice versa.
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Chapter 4: Conclusions and Recommendations
4.1 Conclusions
Based on the preceding analysis, it appears that the impacts of government support
on export growth vary by sector. The government actively invested in the cultural industry
sectors dUring the Kim Dae-jung administration, between 1999 and 2003. Although each
sector had been given different amounts of support, as far as the pop music industry is
concerned, the effect is found not to be Significant. In fact, according to the results from the
statistical testing, the relationship between government support and export growth of the
music industry is likely to be slightly negative. However, it appears that the government's
effort has had some good influence on the export growth of Korean films and television
programs. Among the three sectors, the sector with the highest correlation with government
support is the film sector (0.6474). Amillion-won increase in government support is
associated with an increase of apprOXimately 304,000 won in program exports, the highest
amount among the three sectors.
Although support from the government has contributed to the growth of the sectors
to some extent, the aggregate impact of government support does not seem to be significant.
Moreover, government support was not great when the Korean wave was just beginning to
emerge in 1997. Despite the fact that the government acknowledged the economic value of
the cultural industry for the fIrst time in 1994 and established the Cultural Industry Bureau
that year, the overall support for the cultural industry actually began to jump only in 1999,
when the new president took office. It seems that the government support began to increase
due to the rise of the Korean wave, and that the right statement of the causality should be that
the Korean wave led the government to allocate more of its budget to the cultural industry,
not vice versa.
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Therefore, it seems reasonable to say that the government support has had some
positive, yet not significant, influence on the growth of the cultural industry in general for the
10-year period, except for the music industry. However, government support does not appear
to be the factor that led the Korean wave to emerge.
1994 nfa nfa n/a 5,400
1995 7.700 208,679 n/a 15,200
1996 8,500 404,000 5.996 18,900
1997 9,400 492,000 8,320 13.200
1998 11.200 3.073.750 10,020 16.800
1999 10.600 5.969.219 12,736 100.000
2000 10.300 7.053,745 13.111 178.700
2001 9,400 11.249,573 18.920 147,400
2002 5.500 14.952.089 28,813 195,800
2003 4.200 30,979,000 42.315 189.000
2004 6,000 58.284,600 71,461 172.500
2005 8,000 75.994,580 123,493 191.100
2006 5.300 24.514.728 147.743 136,300
2007 nfa nfa n/a 128.700
NOTES
1) mexp =export in music industry (in million won)
2) fexp =export in film industry (in US dollars)
3) bexp =program export (in thousand US dollars)
4) govsp =CIB (Cultural Industry Bureau)'s total budget
5) nfa =not available.
Sources: Korea Customs Service (htto://www.customs.go.kr).
Korean Film Council (http://www.kofic.or.kr).
Korean Broadcasting Institute (http://www.kbLre.kr).
Ministry of Culture and Tourism of Korea. Cultural Industry White Paper 2006.
Regarding the second hypothesis, it would be somewhat unreasonable to argue that
the music industry was the key driver of the Korean wave. A number of academic studies on
the Korean wave agree that the popularity of Korean cultural products was first recognized in
television dramas. Although it is apparent that the effect of the Korean wave is wearing out in
all of the sectors, the music sector's export growth came to a halt as early as the late 1990s,
based on the export data. The data and the results suggest that the music industry is the
weakest among the three sectors and is the sector that has not benefited much from
government support. However, there are numerous factors still operative in the music sector:
- 61 -
the continuous presence of the enthusiastic Chinese fans of Korean pop and the diversifying
media that increasingly distribute pop music.
In all, the government support is judged to have had some positive, but not
significant, effects on the growth of the cultural industry in general, but was not the force that
has driven the Korean wave. In addition, among the three sectors, the music industry appears
to be the weakest, despite the enthusiasm about Korean pop singers in Asia from the late
1990s to the early 21st century.
4.2 Recommendations
This section provides recommendations for the three sectors based on their strengths and
weaknesses. In addition, recommendations for the overall cultural industry are also provided.
4.2.1 The music industry
Despite recent difficulties, the Korean pop music industry has strengths in many
respects. As Shim (2006) points out, Korean pop culture successfully combines knowledge
from the U.S. with Korean local cultural assets, which can be very appealing to Asian
audiences. Korean pop singers and bands enjoyed huge popularity dUring the peak period of
the Korean wave in countries like China, Taiwan, and Japan. Due to this boom, there remain
groups of enthusiastic fans of Korean pop in China. In addition, given the successes of
Korean pop singers in China and Japan, the strategic market approaches of Korean
entertainment companies are also notable. In fact, a number of Korean entertainment
entrepreneurs debuted Korean pop singers overseas and obtained successful results. Rain, a
Korean dance sensation in JYP Entertainment, became very popular in Asian countries and he
even went on a world tour in 2006. According to an interview with Park Jin-young, the CEO
of lYP Entertainment and Rain's producer, Rain made approximately 20 million dollars in
2006 alone (Gookjung Briefing, 2008). The idol group Dongbangshingi and the Chinese-
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native singer Zhang Liyin, both from SM Entertainment, are sweeping pop charts in Japan
and China, and the CEO of SM Entertainment, Lee Su-man became the first foreigner to have
an interview with the Chinese Portal site Sohu.com (Donga Ilbo, Z008.4.). He said that
Korean pop music "can compete with the U.S. and Europe by combining the strengths that
Asian culture has and recreating new cultural products in China."
It is widely assumed that the main reason for the recent contraction of the music
market has to do with the ways in which music is now distributed. Many of the new albums
are now released online, and can be downloaded from the Internet. Some critics argue that the
market does not have a bright future, considering the growing digital music market. However,
compared to Korean music's market size, in terms of digital music sales, Korea is ranked 9th
in the world, following Japan, ranked Znd, among Asian countries. Table 4.Z and Table 4.3
show the market size of the music industry in Asian countries and of digital music sales
worldwide.
Less than 1
Less than 2
Less than 3
Less than 4
Table 4.3 Digital music sales in the world, 2005
(in million dollars)
~~ita." _.liWZ,
1 USA 636 56
2 Ja an 277.5 24
3 UK 69.2 6
4 German 39.1 3
5 France 28.1 2
6 Ital 15.7 1
7 Canada 14.7 1
8 Korea 11.8 1
9 Australia 7.5 1
10 Netherlands 4.9 Less than 1
Sources: KOCCA. 2006 Music Industry White Paper; IFPI. 2006 Global Recording Industry in Numbers.
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Given that Korean pop music is still in fairly high demand online, there seems to be a
need for diversifying the distribution media. Given Korea's advanced IT and techno-savvy
population, appealing to Asian audiences through other methods than records would not be a
difficult task. The government, along with entrepreneurs in the industry, should seek ways to
increase exports and revive the industry by closely examining other routes through which
Korean songs can be distributed (e.g., cell phones, PDA, online music market). The
government should also look for ways to reduce piracy in music distribution, which can
adversely affect the industry to a significant degree.
4.2.2 The film industry
According to studies and export data, this industry has entered a recession and a
number of films with the Hallyu stars have failed to attract sizable audiences in both the
domestic and the overseas markets. However, the Korean film industry still has opportunities.
As in the music industry, Korean pop culture can appeal to large Asian audiences that share
the same Confucian background. Although the recent recession is regarded as quite serious,
some people see signs of recovery in the market. For example, the Korean-style blockbuster
D-warwas released in the U.S. and received positive reviews. The movie was one of a kind
in that it used cutting-edge technologies in moviemaking, almost for the first time in a Korean
movie. Besides, there are efforts in movie markets around the world to cooperate and produce
movies together, with combined resources and knowledge. For example, a movie called
Mukgong in 2006 was produced with the collaboration of Korean, Chinese, and Japanese
moviemakers. In 2007, Korean and Japanese directors jointly filmed a movie, First Snow.
The production of such movies is on the increase, and this appears promising to many who
are concerned with the fading of the Korean wave and the recession in the film industry. As in
the recent past, the government should support and promote such creative activities to try to
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insure a bright future for the industry.
Filmjournalist Choi Kwang-hee argues that Korea's film industry and moviemaking
system imploded in 2006, due to the very industry structure and business model that had
enabled the boom in the industry since the late 1990s (Movieweek, 2008). As of 2006, the
industry appears to be in a deep recession with annual earnings down 43 percent. The former
head of the Korean Film Council, An Jung-sook, says that the government should continue its
efforts to introduce Korean movies through Korean movie showcases. She also urged that the
piracy problem should be properly addressed at the governmental level (Film 2.0, 2008).
Some people point to the government's supply-driven approaches, which led to an earning
drop of 62 percent during the Roh Mu-hyun administration. Ko (2008) argues for two
strategies to overcome the slump: "adjust supply of movies to demand, and find ways to
increase demand." According to him, the former requires control over the number of movies
and production costs, and the latter requires more creativity in the market and more advanced
business models.
4.2.3 The broadcasting industry
Television drama is the genre that most clearly shows the "hybridity" of Korean
culture, with the Confucianism remaining in Korean society along with various other aspects
of Korean life. Although many Korean dramas benchmarked Japanese and American
television series, they contain themes that can appeal to a large portion ofAsian audiences,
and despite cultural differences that still exist among Asian countries; the countries still have
many cultural and emotional aspects in common, and can thus gain the sympathy of more
general audiences.
Although a few dramas have succeeded in attracting large audiences in countries
overseas, not all dramas exported have been popular. Astudy by Lee Moon-hang (2008)
- 65 -
suggests that there exist preferences specific to each of the importing countries, most of
which are from their cultural and emotional differences. She therefore argues that the trade of
cultural products should be dealt with mainly through consideration of cultural factors, and
not so much economic factors. The results of the study indicate that 8 major importing
countries, including China, Japan, Taiwan, Hong Kong, prefer Korean dramas that deal with
love between men and women and that have the Hallyu stars in them, and that have lots of
twists. In countries with a relatively long history of the Korean wave, the specifics of dramas
do not seem to affect the trade very much. On the other hand, newcomer countries such as
Malaysia or Thailand tend to import only the ones with the love theme and with the Hallyu
stars (Lee, M., 2008: 41-42). These findings suggest that the exports can fall suddenly,
depending on Korea's ability to find new stars or to produce dramas with appealing themes.
Therefore, although the broadcasting industry and television dramas have been growing
steadily with stable government support, drama exports dropped significantly in 2006, and it
is important to produce dramas with more creative themes and to develop strategies specific
to each importing country.
4.2.4 The cultural industry overall
Some people see the weaknesses of the Korean wave and express concerns about its
future. Critics argue that Korean pop culture merely followed American pop culture and lacks
a solid cultural base (Kim, 2002: 8). Kim also introduces views that the Korean wave may
cause a problem because it is increasingly dealt with from an economic perspective only,
without any consideration of its consequences. In addition, it is argued that domestic cultural
industries, which form the base for the Korean wave, are not strong enough, and that the
wave is only temporary and will not last for a long time (Kim, 2002: 8).
This section provides recommendations based on the problems that exist in Korea's
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cultural industry. First, the government and associated professionals in the cultural industry
sector should seek ways to survive and promote growth in the face of vehement criticisms
against the Korean wave. A number of people attribute the recent ebbing of the Korean wave
to anti-Korea sentiments in Japan and China. As noted earlier, the anti-Korea sentiments can
be seen as more evidence of the growing presence of the Korean wave in Asia. However, this
could negatively affect Korea's export of cultural products in the future, and there are signs
that this is already occurring. Lee Su-man, CEO of SM Entertainment, very wisely had pop
singers and idol bands in his company circumvent this issue by producing the album of a
Chinese-native singer, Zhang Liyin, both in Chinese and in Korean. She is now becoming
very popular in both Korea and China, topping pop charts. Another prominent example that
shows this strategy well is the popularity of the Korean idol group Dongbangshingi in Japan.
SM Entertainment made a strategic alliance with AVEX, a Japanese entertainment company,
years ago, and this has helped Dongbangshingi appeal to Japanese audiences. Some of the
members of this group even speak good Japanese.
Such efforts to narrow the cultural gap between countries are essential to the success
of Korean singers in the Asian market. For sustainable Korean wave and the active
circulation of cultural products in Asia, Koreans should pay attention to other countries
importing Korea's pop culture. In that sense, the recent popularity in Korea of a few Japanese
television dramas, such as Hanayoridango or Gokusen, and the popularity of the Taiwanese
pop star Jay Chou after the release of his movie in Korea appear to be positive signs, and
could be the cases that suggest the possibility of "the Japanese wave" or "the Taiwanese
wave" in Korea. The anti-Korea movements in part originated from the continuous one-way
cultural flow from Korea to other countries in Asia. Now, it appears that to survive those
movements, Koreans should be more open to other cultures, learn from them, and enrich
Korea's culture. Although shOWing signs of fading, the Korean wave still has a lot to offer to
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Asian countries. According to Keane (2004: 2), the internalization of cultural industries,
which is clearly represented by the Korean wave, will not only "enhance a country's
(specifically, China) cultural export capacity," but also "add to (East) Asia's overall trade in
cultural goods and services."
Second, the government agencies should encourage active interaction between
sectors in the cultural industry. In the analysis in this thesis, the music industry seems to have
not been able to benefit from the other sectors, while the film and the broadcasting industries
have had some synergy effects, promoting each other's growth. Due to the distinct
characteristics of cultural products, a movie's popularity can lead to its background music's
popularity as well as the popularity of actors in the movie. Moreover, a few among today's
pop singers are very good at multi-tasking, and the pop singer Rain appeared in a recently
released Hollywood movie. Movie stars now increasingly participate in recording the
soundtrack of their movies, and actors in television dramas are gradually more accustomed to
singing for their shows. To some extent, encouraging active interaction between sectors could
be the job for the producers of music, movies, and television dramas, but before anything
takes place at their level, it is important the government prepare an environment in which
those interactions can actively occur.
Third, piracy, which is rapidly becoming a big problem in the industry overall,
should be carefully handled at the governmental level. The Internet-literate population is
growing more and more, and so is illegal downloading and uploading. Lee lang-woo and Lee
Byung-hae (DajJjan, 2008) argue that the cultural industry is now confronted with a crisis
mainly because the government failed to address the problem of property rights in the cultural
industry and also to make proper policies. In the film sector, according to Lee et al., profits
from non-theater sources, which are supposed to be two or three times higher than profits
from theaters, are less than one tenth of that from theaters, due mostly to illegal downloading.
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The number of moviegoers has also dropped by more than 10 million per year. The illegal
downloading first devastated the music industry and has now moved onto the film industry.
According to sources, in 2006, the black market in the film sector was as large as 310 billion
won (DaiJian, 2008).
Fourth, the government agencies should transform themselves to allow experts in
each sector to actively participate in policymaking. Professor Park Joon-ho of Hanyang
University said, "a number of departments now deal with the cultural industry, but we are still
in need of human resources to take charge of marketing or financial analysis" (Money Today
2005). Currently, the government system is criticized for the high fragmentation of associated
agencies in the cultural industry. For example, the Korean Film Council is in charge of
promoting Korean films, Korea Culture and Content Agency of animation, and Korean
Broadcasting Institute of television dramas (Kang, 2008), and each of those entities is lacking
experts in selected fields. In the U.S., marketing for the cultural industry has been very
effective in a wide variety of sectors. For example, Star Wars IIIwas released in 121
countries through the powerful distribution system of the U.S. (Digital Times, 2006. 8.).
While the lack of experts is problematic, according to the Ministry of Culture and Tourism,
employment in the cultural industry has also been declining over the years. The government
should make extensive efforts for the successful development of human resources, of which
the cultural industry is currently in dire need.
4.3 Future research
The thesis examines whether the Korean government's support for the cultural
industry has been effective based on export data of the music, film, and broadcasting
industries. Although it is concluded in this research that the overall support has had some
positive, yet not significant, influence on the film and the broadcasting sectors, we could
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obtain different findings depending upon how detailed data are used for the analysis. For
example, for" government support," I used total budget of the Cultural Industry Bureau from
1995 to 2006. Had total budget allocated for each sector been available, the results would
have been more dose to reality, and also more convincing. Moreover, it was not long ago that
Korea first recognized how much cultural products can offer to the county's economy and the
lives of its citizens. Naturally, Korea's cultural industry has a relatively short history and
there are often limited - or even inaccurate - data. The new minister of culture recently
announced the government's long-term plan for the cultural industry, stating that the
government will make every effort to make the country one of the top 5 countries of a strong
cultural industry. Given the negative signs in each sector of the cultural industry and
arguments over the fading of the Korean wave, it is high time for the government to seek
ways to revive the wave. In so doing, more research should follow, with more improved data
sets over a longer period.
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Appendices
Appendix A
Table A. 1 Internet users
366,000 731.000 1,634,000 3,103,000 10,860,000 19.040,000
2,000.000 5,500,000 11,550.000 16,940,000 27,060.000 38,000,000
60.000 160,000 400.000 2,100.000 8,900,000 22,500,000 1.8%
200,000 3.2% 300,000 675,000 947.000 1,400,000 1.855,200 27.8%
100,000 2.9% 300,000 500,000 750.000 950,000 1,300.000 32.4%
20,000 0.03% 40,000 100,000 823,000 1,090,000 1,540,000 2.0%
55,000 0.1% 135,000 375.000 500,000 1.300,000 2,300,000 3.8%
nfa nfa 100 3.000 10,000 100,000 200,000 0.3%
24,380,000 26,270.000 29,220,000 31,580,000 33,010.000
48,900,000 59,220,000 61,640,000 79,480,000 85,290,000
33,700.000 59,100,000 79,500.000 94,000,000 111,000,000
2,601,300 2,918,800 3,212.800 3,479,700 3,526,200 50.0%
1.700,000 2.100,00 2,135,034 2,421,782 1,731,585 40.0%
2.000,000 3,500.000 4,000,000 4,400,000 4,614.759 5.5%
3.536,019 4,800,000 6,030,000 6.971,502 7,284.200 11.6%
1.009,544 1.500,000 3,098,007 6.345,049 10,710.980 12.6%
NOTES
Japan:
PC-based only.
Including users accessing internet through cell phones. PHS and game console.
Hong Kong:
Note: The data shown generally relate to the fiscal year used in each country. unless indicated otherwise.
Countries whose reference periods coincide with the calendar year ending 31 December are not listed.
ITU estimate.
Population age 10+ who accessed Internet in previous year.
Singapore:
ITU estimate.
Note: The data shown generally relate to the fiscal year used in each country, unless indicated otherwise.
Countries whose reference periods coincide with the calendar year ending 31 December are not listed.
Age 15+.
Thailand:
Note: The data shown generally relate to the fiscal year used in each country, unless indicated otherwise.
Countries whose reference periods coincide with the calendar year ending 31 December are not listed.
Age 6+.
nfa: not available.
Source: United Nations Statistics Division (http://unstats.un.org).
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1990 19.7% 17.5% 37.2%
1995 19.0% 17.3% 36.4%
2000 19.2% 16.6% 35.9%
2005 18.7% 16.4% 35.1%
2010 17.6% 16.7% 34.3%
2015 16.6% 16.5% 33.1%
1990 19.2% 20.5% 39.7% 15.1% 13.7% 28.7% 19.7% 20.0% 39.6%
1995 16.4% 20.6% 37.0% 12.8% 14.9% 27.7% 17.2% 19.1% 363.0%
2000 17.2% 17.2% 34.4% 11.1% 14.6% 25.6% 15.0% 17.5% 32.5%
2005 16.8% 14.9% 31.7% 9.8% 12.6% 22.5% 13.9% 15.7% 29.6%
2010 14.6% 16.0% 30.6% 9.5% 11.1% 20.6% 13.3% 14.2% 27.5%
2015 12.9% 15.7% 28.6% 9.3% 10.0% 19.4% 11.2% 13.4% 24.6%
23.3% 176.0% 40.9% 20.8% 19.6% 22.4% 18.4% 40.8%
22.9% 17.6% 40.5% 18.2% 19.5% 21.9% 18.1% 40.0%
22.5% 17.8% 40.3% 16.8% 17.6% 22.3% 18.3% 40.6%
21.9% 17.8% 39.7% 15.3% 16.2% 21.8% 18.6% 40.4%
21.0% 17.7% 38.7% 14.1% 15.1% 18.8% 19.1% 37.9%
20.5% 17.7% 38.2% 13.3% 14.2% 16.4% 18.9% 35.3%
1990 20.5% 18.4% 38.9% 18.8% 19.8% 38.6% 22.2% 18.3% 40.6%
1995 19.4% 18.4% 37.8% 16.1% 20.0% 36.1% 21.4% 18.5% 39.9%
2000 19.6% 17.2% 36.8% 16.6% 16.9% 33.5% 20.8% 18.2% 39.0%
2005 19.2% 16.7% 35.8% 16.1% 14.8% 30.8% 19.7% 18.0% 37.7%
2010 17.7% 17.1% 34.9% 14.2% 15.5% 29.7% 18.2% 17.7% 35.9%
2015 16.4% 16.9% 33.3% 12.6% 15.1% 27.8% 17.1% 17.1% 34.2%
Source: United Nations. World Population Prospects: The 2006 Revision Population Database
(http://esa.un.org/unpp/index.asp?panel=2l.
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Appendix B: Data by industry
The music industry
Table B.1 Industry at a glance (Music)
2003
2004
2005
2006
1,793,500
2,133,155
1,789,875
2,401,309
499,710
n/a
200,769
n/a
13,312
34,218
22,278
16,666
62,555
66,870
65,346
65,431
NOTE
n/a: Not available.
Source: Ministry of Culture & Tourism, Cultural Industry Annual Statistics.
Table B.2 Total output and total sales, music industry
1995 188,086
1996 187,833
1997 236,262
1998 200,800
1999 259,888
2000 283.284
2001 277.618
2002 227,647
2003 186,571
2004 154,854
2005 131,626
2006 113,856
Source: Music Industry Association of Korea
(http://www.miak.or.kr).
137.890
150.361
196,362
166,900
183,590
205,620
201,508
165.237
135,494
112,460
95.591
82,686
Total OU1put
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Figure B.1 Total output in the music industry in Korea, 1995·2006
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Table B.3 Market size of pop music industry
Domestic (in 100 million won) 3.79C 4.045 4,104 3.530 3,800 4,104 3,733 2,861 1.833 1,338 1,087
World (in 100 million dollars) 375 377 380 381 385 369 337 322 320 336 316
Source: Music Industry Association of Korea (http://www.miak.or.kr).
Market Size of Music Industry (World)
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Figure B.2 Market Size of Music Industry, the World, 1995-2006
Table B.4 Import and Export, music
(in million w!on~)iilfillilmj
1995 9,340
1996 9,448
1997 17,132
1998 2.279
1999 4,177
2000 8,584
2001 11,709
2002 12,133
2003 10.563
2004 2,871
2005 8,306
2006 8,200
Source: Korea Customs Service
(http://www.customs.go.kr)
7,700
8,500
9,400
11,200
10.600
10,300
9,400
5,500
4,200
6,000
8,000
5,300
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44 0.3
88 0.7
o 0.0
11,635 87.4
264 2.0
1,245 9.4
36 0.3
13.312 100.0
26
52
Europe 44 Other 36NorthAmerica: 8811,635 264 (China) 1,245
2004 3.513 240 282 640
2005 3,262 555 3.506 438 9
2003
Sources: Korea Culture & Content Agency, Music Industry White Paper 2006;
Financial Supervisory Service, Data Analysis Retrieval and Transfer System
The film industry
Table 8.6 Industry at a glance (Film)
1996 n/a 11.4 n/a n1a n/a
1997 n/a 10.7 n/a n1a n/a
1998 n/a 10.5 n/a n1a n/a
1999 n/a 11.1 n/a n1a n/a
2000 n1a 10.5 n/a n1a n/a
2001 n/a 13 n/a 11,250 n/a
2002 n/a 14.1 n/a 14,952 n/a
2003 2,344,418 15 1,220,421 30,979 38,108
2004 3,022,403 15 2,366.967 58.285 31,898
2005 3,294,820 14 768,322 75.995 29,078
2006 3,683,627 n/a n/a 24,515 25.769
NOTE
n/a: Not available.
Sources: Ministry of Culture &Tourism of Korea, Cultural Industry Annual Statistics; Cultural Industry White Paper
(Except total sales in thousands from Korean Film Council, 2006 Korean Film Yearbook.)
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Growth Rate of Film Industry (World)
14.00%
12.00%
~ 10.00%
Q) 8.00%m
....
~ 6.00%~
0 4.00%t5
2.00%
0.00%
2002 2003 2004
Year
1-.-Growth Rate I
2005 2006
Figure B.3 Growth rate of film industry, the world
Asia 19024 61.4 45328 17.8 5794 12.4
North Am 4486 14.5 2900 5 35538 75.9
South Am 82.5 0.3 141 0.2 10 0
Euro e 5724 18.5 8245 14.1 5295 11.3
Oceania 30 0.1 153 0.3 0 0
Africa 0 0 0 0 0 0
Other 1632.5 5.3 1518 2.6 193 0.4
Total 13312 100 58285 100 46830 100
Source: Ministry of Culture & Tourism of Korea. Cultural Industry White Paper 2006.
Table B.8 Export in detail, by importing country
(in thousand dollars)
Source: Korean Film Council. 2006 Korean Film Yearbook.
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The broadcasting industry
Table B.9 Industry at a glance (Broadcasting)
2001
2002
2003
2004
2005
2006
NOTE
n/a: Not available.
n/a
n/a
7,136,569
7,772,805
8,635,200
9,719,862
18,920
28,813
42,135
70,306
121,763
133,917
n/a
n/a
31,645
30,530
29,634
29,308
Sources: Ministry of Culture & Tourism, Cultural Industry Annual Statistics;
Korea Broadcasting Institute, Program Import and Export.
Table B.10 World Market size and growth rate of entertainment/media industry
(in million dollars, %)
392,811
8.15~
111,661
7.30~
51,877
9.80~
49,762
13.80~
Market Size of TV/Broadcasting in the World
118,890
6.50%
56,337
8.60%
54,605
9.70%
450,000
400,000
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Figure B.4 Market size of TV/Broadcasting, the world
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Total sales, Broadcasting Industry
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Figure B.5 Total sales, broadcasting industry
Table B.11 Program Import and export
(in thousand dollars)
2004
Year
2005 2006
I-+-Total sales I
::,'_;BY~~tk.:i~'; ,,: ,%kZitr:..Ai ci§-, _" '104 1+%\:, ' "jji~'Ex~i4;i£;'};_¥;J
1996 63.094 5.996
1997 57.280 8.320
1998 27,040 10.020
1999 28.732 12,736
2000 29.093 13.111
2001 20,442 18,920
2002 25,111 28,813
2003 28,062 42.315
2004 31.096 71,461
2005 30.241 123,493
2006 31.657 147.743
Source: Korean Broadcasting Institute
(http://www.kbi.re.kr)
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Appendix C: Regression Results (STATA)
The music industry
Table C.1 Correlation between music exports and government support
corr mexp govsp
(obs=12)
mexp govsp
-------------+------------------
mexp I 1.0000
govsp I -0 . 4971 1. 0000
Table C.2 Regression results, music industry
reg mexp govsp, robust
Linear regression Number of obs =
F( I, 10)
Prob > F
R-squared
Root MSE
12
4.36
0.0634
0.2471
2099.2
I Robust
mexp I Coef. Std. Err. t P> It I [95% Conf. Interval]
-------------+----------------------------------------------------------------
govsp I -.0147935 .0070879 -2.09 0.063 -.0305863 .0009994
cons 9703.294 826.0463 11.75 0.000 7862.749 11543.84
The film industry
Table C.3 Correlation between film exports and government support
. corr fexp govsp
(obs=12)
I fexp govsp
-------------+------------------
fexp I 1.0000
govsp I 0.6474 1.0000
Table C.4 Regression results, film industry
. reg fexp govsp, robust
Linear regression Number of obs =
F( I, 10)
Prob > F
R-squared
Root MSE
12
8.35
0.0161
0.4191
2.0e+07
I Robust
fexp I Coef. Std. Err. t p>ltl [95% Conf. Interval]
-------------+----------------------------------------------------------------
govsp I 205.319 71.05033 2.89 0.016 47.00902 363.629
_cons -4093097 3281115 -1.25 0.241 -1.14e+07 3217682
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The broadcasting industry
Table C.S Correlation between film exports and government support
· corr bexp govsp
(obs=ll)
I bexp govsp
-------------+------------------
bexp I 1.0000
govsp I 0.4565 1.0000
Table C.G Regression results, film industry
· reg bexp govsp, robust
Linear regression Number of obs =
F( I, 9)
Prob > F
R-squared
Root MSE
11
6.55
0.0307
0.2084
46423
I Robust
bexp I Coef. Std. Err. t P> It I [95% Conf. Interval]
-------------+----------------------------------------------------------------
govsp I .3038176 .118671 2.56 0.031 .0353652 .57227
_cons 6347.93 9901.559 0.64 0.537 -16050.95 28746.81
Interaction
Music and film
Table C.7 Correlation between music exports and film exports
· corr mexp fexp
(obs=ll)
mexp fexp
-------------+------------------
mexp I 1.0000
fexp -0.4770 1.0000
Table C.8 Regression results, music and film
· reg mexp fexp, robust
Linear regression Number of obs =
F( 1, 9)
Prob > F
R-squared
Root MSE
11
2.87
0.1244
0.2275
2239.3
I Robust
mexp I Coef. Std. Err. t p>ltl [95% Conf. Interval]
-------------+----------------------------------------------------------------
fexp I - .0000461 .0000272 -1.69 0.124 - .0001077 .0000155
_cons I 9013.549 786.6434 11.46 0.000 7234.038 10793.06
------------------------------------------------------------------------------
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Music and broadcasting
Table C.9 Correlation between music exports and program exports
· corr mexp bexp
(obs=ll)
I mexp bexp
-------------+------------------
mexp I 1.0000
bexp -0.5481 1.0000
Table C.10 Regression results, music and broadcasting
· reg mexp bexp, robust
Linear regression Number of obs =
F{ 1, 9)
Prob > F
R-squared
Root MSE
11
8.23
0.0185
0.3004
2131.1
I Robust
mexp I Coef. Std. Err. t P> It I [95% Conf. Interval]
-------------+----------------------------------------------------------------
bexp I - .0267634 .0093288 -2.87 0.019 - . 0478666 - .0056602
_cons I 9211. 345 792.2013 11. 63 0.000 7419.261 11003.43
Film and broadcasting
Table C.11 Correlation between film exports and program exports
· corr fexp bexp
(obs=ll)
fexp bexp
-------------+------------------
fexp I 1.0000
bexp 0.7360 1.0000
Table C.12 Regression results, film and broadcasting
· reg fexp bexp, robust
Linear regression Number of obs =
F{ I, 9)
Prob > F
R-squared
Root MSE
11
3.73
0.0854
0.5418
1.8e+07
I Robust
fexp I Coef. Std. Err. t P> It I [95% Conf. Interval]
-------------+----------------------------------------------------------------
bexp I 371. 5745 192 . 3418 1. 93 0 . 085 - 63 . 53281 806 . 6819
_cons I 4865776 4788159 1. 02 0 .336 - 5965792 1. 57e+07
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Table C.13 Regression results, broadcasting and film
. reg bexp fexp, robust
Linear regression Number of obs =
F( 1, 9)
Prob > F
R-squared
Root MSE
11
55.99
0.0000
0.5418
35320
I Robust
bexp I Coef. Std. Err. t p>ltl [95% Conf. Interval]
-------------+----------------------------------------------------------------
fexp I .001458 .0001948 7.48 0.000 .0010172 .0018988
_cons I 13023.69 9455.288 1.38 0.202 -8365.658 34413.04
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